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A YEAR OF CROWTH

(2 ; he Hain Celestial Group is committed to excelleace inthe

marketing of brands that meet growing censumer demand
for better foods and snacks. Consumars today seek products
that are bettar far their health, better tasting, better quality, and better
suited to their lifestyles. As ane of the largest speciaity feod companies
in the United States, The Hain Celestiat Group continugs to anticipate and
satisty that demand by fulfilling its missian to be on the cutting edga of
new product development, and by providing a variety of great-tasting
foods for daily meal and snack occasions.
Wae now market almaost 2,000 products under different brand names.
Our brands encompass natural, organic, medically-directed, weight
managemertt, kosher, and spacialty foad categories seld in supermarkets, -
natural food stores, club stores and mass market retailers,

Dur goal is to build upon the success of our brands to satisfy
demand for more healthful foods here and around the globe,
We gre committed to: , .
TASTE - Consumers demand great tasting foeds and snacks. Natural :

foods should provide the same levai of satisfaction that other feads

do — and taste even better, We are committad to educating consumers
that our praducts deliver the great 1asta they expect every lime.
UKIQUENESS ~ We continue to invest in our research and develop-
ment efforts to bring exciting and timely new products to market. We
utilize the |atest developments in food and nutritien tecknology, ensuring
that we will maintain our category {eadership through innovation.
VALUE - We bring new consumers to the markst by offering

products that deliver valua. Natura! foods are often more expensive
than artificial alternatives, and we consistently deliver value to encour-
age loyaity and repeat purchases.

OrGANIC AND GEl PRGDUCTS ~ In addition to natural products,
consumer preference for organic products has grown dramatically as
they earn about why organic foods are different. We continue te bring
new organic progucts to market, as well a5 foods and snacks free of
genstically engineered ingredients {GEis).
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ArouUT THE COMPANY

The Hain Celestial Group, Inc. is 8 natural, speciafty end snack food company. We are a leader in many of the top natura! food categaries,
with such well-known natural food brands as Celestial Seasonings®teas, Hain Pure Foods® Westbrae Natural®, Westsoy®, Arrowhead Mills®,
Health Valley®, Breadshop’s®, Casbah® Garden of Eatin'®, Terra Chips®, Gaston's®, Lima® Biomarchd® Yves Veggie Cuisine® DeBofes® Earth’s
Best®, and Nile Spice® The Company’s principal specialty product lines include HoMywood® cooking oils, Estee® sugar-free products, Kinerst®

kosher foads, Bpston Better Snacks®, and Alba Foods®.

FINANCIAL HIGHLIGHTS

The following information has been summarized from our financial statements and should be read in conjunction with such financial
statements and related notes thereto lin thousands, except per share amounts):

Year Ended June 30
2002 200 2000 1599 1998
OPERATING RESULTS: .
Net sales . $395,954 $345,661 £332,436 $269,760 EIPL Y.
] Ingoma {loss) before L ., .
| extraordinary itam and cumulative ' n-
; change ir accounting principle 28N 23,589 {11,403) 13517 11,350
] Extraordinary item . {1,940) 1,342)
Cumutative change in accounting principle r o (3,758) Wi . :
Netincome (loss] I § 29N § 23589 ${17,057) $ 13,517 $ 1004 . .
BASIC EARNINGS PER COMMON SHARE: R e
Income {loss} before . : K
‘ extraordinary item and cumuiative .
change in accountng principle’ $§ 09 § n S 14 $ 5B § 55
! Extraardinary item {.07) (.06}
| Cumulative change in accaunting principle 13 '
|.‘ Netincoma {loss) $ 09 § n $ (61) $ 56 $ A
! DILUTEQ EARNINGS PER COMMON SHARE:
Income {loss) before
extraordinary item and cumulative
| change in accounting principle $ 0 § &8 s (41 $ 5 $ 50
h Extraordinary item {01 {.06)
)‘ Cumulative change in accounting principle (13
Met incoms [loss) $ o $ &8 $§ BNx § W $ ¥
FINANCIAL POSITION:
Working Capital S 70942 $ 92312 $ 83,750 $ 37,983 $ 37,669
Total Assets 479,248 461,693 hem7 362,569 170,838
Long-term Debt 10,203 ' 10,718 5522 141,138 21,31
Stockholders’ Equity 403,848 396,653 351,74 154,489 104,567

(8} As a result of the net loss for the year ended June 30, 2000, diluted earnings per share is the same as basic earnings per share as the
effects of stock options and warrants are notinctuded as the results would be antidilutive,

l" Twe Hai1n CrtesTial Grovr, Inc.




et

Cobm by -t

s

his year has been ane of great opportunities as well
as great challenges for our Company. While we took
tp the future with confidence and optimism, we know that our
performance in 2002 was disappointing. However, we finished this
year financially strong and well-positioned for growth with the best
brands and peopie in the business.

Dur sales graw almost 15% in a year which challenged us with
capacity issues, with integrating many of our businesses, and with
the second warmest winter on record when we traditionally sell
aur tea end soup products. We finishad our ninth year with over
$400 mitlion in equity and virtually no debt — positioning us with the
tools we need to continue 1o grow into our tenth year end beyond.
Our rocket brands, including Celestial Seasenings® Terra Chips®,
Westsoy®, Earth's Best® Baby Food, snd Health Vatley® have been
invigoratad with new products and marketing programs to atract
consumers to our shelves.

T During 2002, many of today's largest compenies started talking
about healthier fiving through healthier foods. Campanias like

McDonald's® General Mills® and PepsiCo® all Iaunched inltiatives '

to bring heaithiar products to market. We have always been ahead

of the curve with natural and specialty foods that mest the demands

of today's more knowledgeable and sophisticated consumars. OQur
mission statement, which wa adopted in ISBE.and hava followed
each and evary day since, hes always baen clear... "to ke the
leading naturalforganic and specielty food company, with an inte-
grated portfolio of better-for-you natural, organic and medical-diet
products that meet consumer demand for convanient, innovative

---products-thattaste.good.” . ... .. __ ..

‘Wa remain dedicated to excellence in products distribution
and people, as we take the lead in marketng products that improve
the guality of our lives. We recently brought all of our organic
products into compliance with the new USDA regulations for the
National Organic Program (NOP) going into effect in October 2002,
and are developing new products that will take advantage of grow-
ing consurner awareness of the banefits of organic products. Al)
channats of distribution are recognizing the value of our products,
and allocating mora space to gur categorias.

As | said aartier, gur salas grew almost 15% from $346 million
in 2001 to $396 million in 2002, Our core oparating income was
$28.6 million, but due to significant restructuring and other non-
recurring charges, our recorded eperating income was reduced to
$7.3 million. Our operating cash flows continued to be strong, and

THE Han
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"-" we finished the year with a vary healthy and strong balance sheet.

Wa made an important acquisition in Evrope, adding Uma®
end Biomarché® to our portiolio as part of our lang-term strateqy
to build our business globally. These businesses, headquartered
in Belgium and led by Philippe Woitrin, new CEQ of Hain
Celastial/Europe, will provide us with the strong foundation we
need to grow our business in Europe. Lima has heen a picneer
and well-known brand of natural/organic packaged foods since
1957, distributing over 300 organic products throughout Europe.
.Biomarché has had exciting growth providing fresh organic fruits
and vegetables to the produce section of supermarkets daily - 8
first for our Company, Their infrastructure and knowledge of the
Europesn market will enable us to introduce many of our ather
brands to the European market,

In Canada, we started our 2002 year havin just added Yves
Vaggie Cuisina 1o the Hain Celestial family. Yves brought a new
category of innovative products to our portfolie, adding soy-based
meat alternativas such as The Good Dog™ and The Good Slice™,
This yaar, Yvis introduced The Good Lunch™, a ready-to-eat
healthy funch box containing 8 variety of Hain Celestial products,
providing parents with a healthy alkernative for their childran. Yves

Grovur,

Inc.
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revenues grew-more than 20% in 2002 over its revenue levels prior
to our acquisition. We look ferward to continued growth with Yves’
new partnership a5 the supplier of the new soy-based McVepgie™
Burger to McDonald's rastaurants across Canada, and our joint
venture with Shin-Shin in Japan to provide Yves products to the
Asian market for the first time.

Qur Terra Chips brand has had a tumultuous and exciting year,
to say the least. In the fall, we opened our new 520 million state-of-
the-art manufacturing facility in Moonachie, New Jersay, and
closed our original Brooklyn plant. Qur new facility positions us to
maet the market demand for this fast-growing, enique snack food
brand. We have added our vacuum frying technology to the
Moonachie faciiity, allowing us to produce all Terra Chips products
in one location with improved supply chain efficiency. And to
conciude the 2002 year, our Tarra Chips brand entered into a letter
of intent to form a joint venture with Barilla Alimentare 8.p.A,, the
world’s leading pasta and baking company headquartered in ltaly,
to manufacture, market and distribute Tarra Chips in Europe. We are
excitad about the Terea Chips opportunity in Europe, and with Baritls
as our partner, we look forwarg to 'signiﬁcant growth in this brand.

Our Haealth Valley brand looks to tha future with all of its
products being manufactured by selected co-packers. Qur Health
Valley manutacturing facility in Irwindale, California, experienced
significant unabsorbed bverhead costs during 2002, as we were
not able to reach the faciflity’s practical capacity [evels. This caused
us highar than warranted product costs, end some level of unpre-
dictability as to what those costs would be. We have therefore
arranged to sell the assats of the fecllity, and o trensler the lease
{or the building to one of our high-guality co-packers who will
centinue to manufacture product for us while adding production
from other areas of its business to the facility. With this new manu-
facturing arrengemant, we look forward to new preducts and
categories that will ha more innovetive and price compaetitive,

This will help us improve our gverall business performance in the
coming year.

As peapls are our mest important building block, we are
pleased with the several new additiens ta our excellent
management team. As | mentioned earlier, Philippe Waitrin in
Europe has been & welcome addition to the team. In the second
quarter, Ira Lame! joined us as Executive Vice President and Chisf
Financiat Officer sfter more than 28 years at Ernst & Young.

In the fourth quarter, David Yale joined us as President of our
Snack Bivision. David comes to us with mare than 20 years expedi-
ence in the consumer packaged goods industry, most recently as

Tnzs Harasn CTrLEST
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when | saw the need to have his experience, knowledge and wis-
dom to help us in the transition. Mo has accomplished what ha and
I set as our ubjsr:tida's,ﬁand Mo now moves on, as he puts it so aptly,
te new adventures, All of us at Hain Celestial thank Mo for ail that
he has accompﬁshed‘,'and wisth him the very best in the future.

! would fike to :hénk al) of our sharghaoldars for their faith in us,
and their patience as we trave! the rosd to success. Qur Board of
Directors has been invaluable, as each of them provides his or her
own wisdom whenever cal'ed upon. Dur employess and business
panners continue to centribute to our successes in all areas, and |
wish to thank all of them for all of their hard work and passion for
our company.

We built our company with strategic acquisitions of brands
we believed we could grow, We will continue to lpok for acquisi-
tions in North America end Europe that are strategic and accretive
to our earnings.

Together, we hope to make our tenth anniversary year our
greatest ever.

AN Y
trwin D. Simon

Chairman, President and Chief Executive Dificer
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president of Nabisca's® Planter's® Peanut divisian, Fran Daily also ;:5.‘-'
Joined our team as Executive Vice President for Strategic Planning g i
and Development, Fran brings the experiences of his 25-year career
at H. J. Heinz®, most notably as its Chief Financial Officer for North .
Americs. Most recently, we added Jay Lisberman as our new Vice .
President-Finance. Jay brings 24 years of experience with Clairol® K
to his new responsibilities. T
We are also excited by the addition of two new board members fi*
this year. Mike Bertasso joins us as the joint Hein Celestial and _'
Heinz designea, Mike is President ot Heinz Asia/Pacific and bringsa | 'a
broad view of the business world to us. Dan Glickman joined our {5;;‘- :
board in July, and we welceme his expertise in natural/organic kg
foods. Dan is the former Secretary of Agriculture in the Clinton A
Administration responsible in Jarge part fgr the U.S, Deparment of ,_,7' s
Agriculture’s new National Drganic Pragram [NGP), an initiative we P
applaud with our portfalio including over 650 certified organic T
products. We weicome both Mike and Dan to our board. LF
We will miss Mo Siegel, who recently annaunced his g,epar_ture -—_ﬁ g
from Hain Celestial both as Vice-Chairman of our Board of Directors lL:;L
and as CEQ of our Celestial Seasonings division. Mo returned to 1‘1 H
-Celestial SB&SUningE two years ago after we concluded our merger, g
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ALl NATURAL CHIPS

Terra’s impacefui print advertising
campaign highlights the unigue-
ness of Terra Vegetahle Chips,
in an appetizing, yet humorous
way. The campalgn, which was
featured in magazines like
Food & Wine, Cooking Light, and
Natural Health, realty hits
the mack with our upscale, ~
affluent adult target market,

he Tarra success story cominues with another year of double digit consumption growth. Terra {
Chips enters its fifth year as the number one selling brand in natural and specialty snacks. Our

flagship, Terra Vagetable Chips, ratained its championship title as the top selling snack item in natural food

and grocery stores. The implementation of a 25% bonus bag promotion offered improved price/value to

consumers and they responded by genarating a 25% increase in sales.

Our line extensions on Tarra Red Bliss, Yukon Gold, Blues, Potpourri and Frites continue to expand
Terra’s franchisg, by appealing to a wide ranga of natural snack eatars, who want variety without sacrificing
quality. With our state of the art manufacturing facility in Moonachie, New Jersey, we are now better poised
1o service our growth with increased capacity and enhanced customer service.

To capitalize on Tarra's international appea), this past June, we signed a letter of intent to form a joint
venture with Barilla Alimentere S.p.A. to manufacture, market, and distritiute Terra Chips in Europe. With the
synergy of our inftiatives in North America and Europe, our innovative new products and ongoing commit-
ment to excead customer and consumer expectations, Terra will accelerate its leadership in the fast

Ar":

growing natural snacks category.

-

- '=1

e
=

* &-J

Tue Harx CELEsTe 1 Clrouvp, INC.




“Terra Chips
enters ity fifth year as

o —

the number one brand in

natural and specially
snacks. Terra Vegetable
.CéﬁlpJ remaing the top
velling snack item

in both natural and
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: S vegetable chips
continue t0 be our
best-selting product,
our unique variety
of all natural
gourmet chips has
earned us a loyal
consumer bHase.
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alestial Seasonings, the number one specialty

position in fiscal 2002 despite an unusually warm

| winter and accalerating competitive pressure.

\ tea in North America, maintained its laadership

Celestial launched a naw line of Black Teas that invite
consumars to "explore a world of flavor.” These new Teas offer
a creative twist on some "well-travelad” tes traditions—from’
exotic Bali Black Raspberry, Golden:Honev Derjeeling and - o
o e T Tuscany Orange Spice to classic Devonshire English Breakfast

‘2" . - || andVictorian Earl Grey.

/ :".;'v’: ; AT . {nce again, Héliday Tres de!ive;ed double digit gairis,
s ) : e spearheaded by thé:intruductiun of new Gingerbread S'pii:'e"-:T 8a. N

This summer, Celastial also introguced Cool Brew [ced
Tes, which cnnvenf?znﬂy brews in cool water in 5-10 minutes and l .
J Is availabfe in Raspberry Ice, Lemon lce and Summer Ice.

Celestial Seasonings Revitalizations of the core product line remain key to the
new roo% natural e
Biack Teas invite

consumers o "explore

o redasign snd raformulation of Wallness Teas to batter raflact
the brand equity.
In fiscal 2003, Celfestial Seasonings will continue to

]I brand’s continued success. Extensive consumer tasting fed to

a world of flavor,”

strengthen market leadership and revitalize brand
equity via consumer communication and
consumer-tested new products,

Grour, LINC.




ALL NATURAL Brack, H=rB & GREEN TEAS

g @ T, S
v . Our al-new Cool Brew Iced Teas brew in N T W

cool water in only minutes. in 3 bold,’

, heat-che-heat flavors: Raspberry ice,.”
. - .

. Lemon [ce, and Summer Ice.
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Over 7o delicious flavors—from soothing Sleepytime® to . s b e
lively Tangerine Orange 2inger™—encourage consumers )
to "Make any moment Celestial™"

TR YY

Consumar and trade
advertising under-

“Revitalizations of the core product line remain key to the score our market
. o leadership and

brands continued success
. brand equicy.

THE Haix CerEesTtiaL GROUP, INC.
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- estSoy continues to be the best-selling-asaptic

soy brand in the country, tanking first in both natural
and grocery channels. This year we reinvigorated the category
by creating fun and new usage occasions. New WestSoy
Shakes and Smoothies have achieved great distribution and

s trade and consumer accaptance has been phenomenal.

. WestSoy continues to innovate as demonstrated by the

';E“"'.i : Jaunch of Smart Lite, the first lite soy milk to deliver the soy

I _ prufein claim. This Fall, WestSoy will launch Say Siender, &

Yy

reduced calorie, sugar free soy milk sweetened with Splenda®,

e

Y gt
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WestSoy rolled out new refrigerated soymilks that will continue

to bring new users to the brand.

Building on our profitable core aseptic business, this veaf '

WestSoy Smart Lite is the
flrst lite soymilk that is
packed with 75% more
protein than other

lite soymilks, and so%
less fat than average
leading brands.

Results of our promotional support have been

l strong and lasting, achieving a 3.4 share gain in

aseptic, and up to 8 9.7 share in markets with

, l refrigerated distribution.”

T
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We will continue to penetrata new product

’4 .
3= | prefereaca in the coming year,
Nt
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Qur Plus is a delicious non dairy
soymilk, an excellent source of
celclunt, and & good source of
vitamins A & D and riboflavin.

Our new Banana Berry and
Tropical Whip Soy Smoothies are
thick, delicious blends of fruits
antd juices with creamy soymilk.

THE HAatN CELESTIAL
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“Results of our promotional support have been
strong and lasting, achicving a 3.4 sbare gain

in aseptic, and up to a 9.7 sbare in markets

with refrigerated distribution.”

Advertising, coupens and

in-store promotions

s et increase consumer
I awareness of the brand.
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i Jur Soy Slender Is a reduced

——calorie, sugar free soymilk
b -

==Aweetened with Splenda®
1¥s low In fat, an excellent

e irce of calclum and vitamin
%d a good source of

- in A.

Qur new Soy Shakes are rich and
decadent like old-fashioned soda
fountain treats, without the dairy.
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Our new Yves Veggle Meatbsalls are sure

to be a hit, whether they're on top of -
paste, in a delicious sauce, or served

up dell-style in & rascy sub sandwich.

% (
yEGGIE LIy

\
L

ves Veggie Cuisine, once predominantly a vegetarian brand, has widenad its ap'peal o8
much breader audience including health conscious consumers looking for foods high in protein
and low in fat, women looking to include soy in their diets, and families concerned about faod safety. f
Our flagship products, The Good Burger and The Good Dog, have been awarded the best tasting prod- \
ucts in their category by the American Tasting Institute. Today, McDonald’s® Restaurants in Canada serve !
McVeggie Burgers from Yves as part of their Lighter Choices Menu.
This year we expanded the line with Chick'n Nuggets, Meatbails, The Good Burger and the Good j
Shred. We believe the market potentia!l for these products matches their superior taste. ‘
And finaily, the first lunch box kit that is as nutritious as it is fun to eat Lunch baxes have become
axtremely popular in recent years and have grown into a $400 million category. This year we launched The T 4
Good Lunch filled with kids’ favorite foods but with a naw heslthy twist, The Good Lunch features products & = -,
across The Hain Celestial Group such as Yves Yeggie Bologna, Hain® Crackars and Health Valley® Cookie .
- Cremes. The Good Lunch has started to roll outin suparmarksts’across the US and is meeting with

. gre'a'lt‘ acceptance. . K

fpaqen

- PEpdss g

QOur Good Burger remains our
most popular selling burgerl
Made entirely from soy protein
end vegetable sources, It is
iden! for those who want to
cut down on fat without
compromising on gresc taste.

Our new Good Lunch
brings together our
familiar brands,
providing kids with a
autritious, coavenient hunch.
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Whether it's 8 quick snack, dinner on the go, tunch for £ {' ’ \'Efie > %
the entire fomily or a barbecue with friends and relatives, [f w .
Q Yves Veggie
]

our full line of cheese style and wiener products is & tasty L 1

2ad healthy addition to any cccasion. ﬁ 7 g Cawme once
= .

'\.

prc?ammantfy

a vegetarian
. brand, bas
widened its appeal

to a much broader

audience . ..”

Blets Low is samemaed tax&mtmaml thabiucledy 28 mml 44y proiea e m oty rm:e uu mtu(tan s
One serving o1 this pradost grovides 2 wisimen of £.25 qrams of swy potein. /

|
Our consamers '
lezrn about our
nrew products
through our
advertising and
promotions.

T Al e
wt S"-Jn.as hl than Ol

Qur new Veggle Chick'n
Nuggets are a delicious
meal or tasty snack,

without all of the fat.

f
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ealth Vallay remains the most diversified brand in

our portfolio, continuing a5 the number one brand

in Natural Soups and Snack Bars whila remaining 2 strong con-

tender in the Cereal and Cookie Categories. Health Valley has

£
experienced significant growth in its key categories, strength- *

ening its leadership in both natural and grocery channels. ™ ,,.‘

The racent successful launches of new products such as
;1 Cookia Cremes, Just Flakes and One Pound Organic Cereals are just %

some of the indications of the successful year Health Valley is

3 i positioned to have. We are building on our successiul new product

: ] introductions with a targeted consumer-marketing plan, Consumer

advertising, combined with an aggressive marketing

program utilizing both in-store and crass couponing,
will significantly drive consumer sales in the
upsoming yaer.

We will continue to uphold Health Valley's
commitment to offering naturat alternatives !o

mainstraam products and will grow brand

Naw Cookle Cremes Sandwich Cookies,
aveilable in chocolate and vanilla, are all
natural, made with arganic wheat, and

. made with no genetically

oo=wil  engineered ingredients. H

through new products and stronger consumer

marketing programs,

prefarence and subsequent market share A LR {
-A

THE Hainw CELESTIAL GROUP,




1NA'!I‘UIRAIL & ORGANIC CEREALS, SNACKS & SOUPS

,//': We are building on our succesdful new product
introductions with a targeted consumer-
marketing plan. Consumer advertising,
combined with an aggressive marketing
program utilizing botk in-store and

crode couponing, will significantly drive

consumer dales in the upcoming year.”

We are excited to introduce a new
look for our soups end broths. We are

committed to making great-testing
soups that are nateral and nutritlous.

Lttt

NEW 16 o1. ORGANIC Cereals

are a BIG Deal!

. Lok G e AT
L S oot e

Advertising continugs to be an
Impgortent methad for commu-
niceting new Introductions to
consumers and the trede.

------

CHOCOLATE Cmpv

2y GUANOLA BARS v syl =
: By -
Ry .
Our Fat-Frez Grancla Bars - - ==
have more filber and less =

sodium than other brands. .

Taner HalN CELESTIAL GROUEP, INC.
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% Earth's Best® Arrowhead Mills®, Celestial Seasonings®,

QRrRGANIC GROWTH

onsumer recognition of the benefits of organic

products has grown dramatically with a recurq 39%
of consumers rapn.rting usage of organic products over tha past
year. This growth has resulted in the imposition of naticnal
standards for organic products by the JSDA schedulad to go
into effect October 21, 2002 The Hain Celestia) Group is poised
to benefit from this exciting development as our many organic

brands mest thess standards and sford competitive Superiority.

Among the general U.S, population, organic product
usage jumped 10% in 2000, and is projected 1o axparience
continued duu.bla digit growth over the next five years®, This
growth is expected to skyrocket as the new USDA Naliuna-l
Qrganic Program is faunched in October of 2002 These new
standards will offer U.S. consumers the a'ssu.rance tl-lat aii food

products labeled as organic are governed by:c‘nnsislent stén'—

dards. We at The Haln Celestiat Group apptaud these new
standards with ovaer 650 products that are certified organic.

Brands within our portfolio poised for growth with arganic

P FREIT—

offerings intlude Garden of £atin’, Little Bear®, Bearitos®, di—= —
=RaeEgs=

'\‘ Heakh Velley®, Westsoy®, Westbras Natural® and [‘ arth's Bast, the first and only I —
“.‘_. Hain Pure Foods®. I‘ full line of organic baby tood, has enjoyed a \eadership
5 : position in the Natural Food channel since its inception and

*Organic Corsumer Trends 2000, Natural Markating instinrts.

continues to grow faster than the category.
The brand enjoys 75% of organic baby food sales in the Natural Foods
market and 24% of Grocery organic baby food sales.

Research shows that 79% of consumers believe Earth's Bestis the
“heatthiast™ baby food on the market. it's no wonder, 85 it is the only
full line of kosher, organic and GEI frae baby food on the market.

Earth’s Best has widened its marketing support with half of the new
mothers in the United States recaiving a high valve coupon at the infant
feeding stege. In addition, mams in key merkets will receive a free careal semple.
MNew moms can also lgarn about Earth’s Best and the benefits of organic through our print campaign
and our Earth's Best web site, now complete with 8 web storg wherg consumers can puzchase
Earth's Bast products on tinel

This year we sxpanded the trusted Earth’s Bast brand beyond baby focd with a line of products
under the Earth's Best Kidz labe!. In response to strong consumer demand for arganic children’s
foods, Earth's Sest will lsunch several new products under its Kidz label in fiscal 2003.
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Qur COMMITMENT TO ORGANIC  “New organic standards will offer

U.S. consumers the assurance

Mrorsmern e gy A or ovar 40 years, Arrowhead Mills that all food products labeled av
M@W[ﬁ@&]@ has bean the pioneer and feader in . f 4 .
organic in the United States are

' L . . . .
 [— Mﬁﬂn@ e organic baking mixes, grains, cereals and
T N eeo— nut buttars, Qur packaging updsta highlights gover’nca by condiotent dtanaarad. ”

this peint of difference and is generating positive results on shelf with both retaiers ang
consumers. We have also extended our breakthrough Perfect Harvest™ Cereal with new
Parfact Harvest Floyr, Pancake & Waffle Mix, and Muffin Mix. Al Perfect Harvest products
ara 100% organic and fortified naturally with soy isoflavonas, Omega 3 and Omega 6 fatty
acids. With organics penetrating the mainstream, this year Arrowhead will expand beyond
its natura) channsls by offering s variety of its products to grocery channgls,
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(E 5 he Garden of Eatin’ line of organic snecks grow at a 30% rate this past year and added a

delicious new fine of grganic poteta chips to the franchise. It is the number one selling tortille
chip brand in natural and spacialty snacks,

Garden of Eatin’ takes the highest quality organic blue, white and yellow com, cooks the chips in expeller
prassed oll and adds a Havorful palata of seasonings. The rasult: sieen mouth watering {lavors including
Red Hot Bluss and Pico de Gallo. Garden of Eatin’ is truly a snack lover’s dafight. And with some exciting
new raducts soon Lo join our winning organic line up, we will continue to delight snack .7
consumers for years to come.

Tue Harx CeLestiar GROUP, 1INC.




INTERNATIONAL QROWTH

a8 | ) 2eemamelé
/—H
—:[ QOur Lima brand distributes over 100 products

*nT throughout Furope,

| é 5 he key driver in UK food is the growth of [ o R

1‘[‘ arganic. Dver the next five years, the organic I f - _ - .
M

category is predicted to grow to represent from '

5 5% to 10% of ali food purchases. l T foms
This yeer LiMA and BIGMARCKE, stong brand namasin the | ‘ . d ” ﬂk -
international market, joined The Hain Celestial Group. The ' 3 '
; Lima brand has baen the pieneer of healthy and erganic :f e _-; i
foods since 1957, distributing over 300 organic products : | 3?:'%:: @‘B a n
throughout Europe in specializad health food shops. Their | | : = @552 8 o ki
| intrastructure provides us with the plattorm for introducing .,, w%; @f_: fﬁ&% 3
) . & o Eurape many of the Hain Celestal brands. Utitizing our i‘-‘.'s' ik RN e - .’%
_ R expertse in soy, this'year Lima will launch JOOZY, a unique ! M- 4 ? éﬂ"a{
:;,. ._‘.f ’ l and roi're:;hin.g-ju‘ic'a-a';r-t'i's‘oy natufal energy drink under the v -'," i
Hain Pure Food brand. Lima will aiso axte‘nd its successhul - ) % . .
non digry baverage line with Hazenut Almond Rice Drink . Ce o Al . 5
. and Dat Drink. L | ' A . ' A . \ :
Biomarché provides an extensive line of frash organic fruits, )
vegetables and prepared salads. As a rosult of the recent b ,
tood crisis, vegetarian food is a fast growing market in A &
Eurape, where 58% of the Frangh population wants to reduca g & "
their meat consumgtion. Capitalizing on this trend, this year '
Biomarché will launch ready made salads and a renge of .
vegetable meals for restaurants. And with its strong and “This year Lima and Btbmambe: “_‘- »

rowing position in the fresh section of grocery, Biemarché .
growing po grocem gtrong brand names in the

will bring many opportunities to o

international market, joined

The Hain Celestial Group”

intreduce Yves products to

the European market.




ALL NATURAL QooD-FoR-YOU PRODUCTS

We continue to provide our vegetarian
consumers with a wide variety of delicious
products, from Wastbrae Nacura) beans,
soups, vegetables and pastas to Casbah
eastern favorites such as taboull, falafel
and huramus mix, and Nile Spice dry

SOUP CUpSs.

HaIN Puke Foons - For aver 75 years, Hain Pure Foods has been proud
to offer wholesome and delicicus products, everything from rice cakes and
crackers to condiments and oils. Building on the strengths of cur condiments
businass, Hain recently introduced a liter size Extra Virgin Qlive Qil imported
from ftaly and Organic Sugarin a convenient reseatable bap. Coming scon
are Organic Brown Sugar, Organic Powderad Sugar, and a full
h line of vinegars. -

. BREADSKOP'S — Acquired at the sama tima ag Health Vallay,
Brezdshop's 2dds to our strength in ready-to-gat careals with
both kids' and gdult products, We are intraducing unigue granola

. Vvarigties this year in addition to our current best-sellers in

this category.

LASBAH - A completa line of versatile and great-tasting

vegetarian preparad mixes and side dishes.

Farm Foops - Pizsoy' a laading soy cheese pizza, is the most
popular Farm Foods preduct. Farm Foods is now expanding inte
frozen organic food products that meet consumer demand for
batter tasting, natural meas.
== NILE $PICE - The innovator in all-natural Soup E:ups fits the
lifestytes of today's time pressurad consumar with a guick,
delicious and nutriticus cup of soup.

WESTBRAE NATURAL ~ A vagearian inspirstion since 1570,
Y ’ , providing products for nutf'rtiou_s nisals centered eround vagetablés. +s
_-" whols grains, soups and beans, Asfn__integral part of the Vegetarian _ '
-/ Diet Pyramid, Westbree Natral products help you make the transition P

toward 8 vegetarian lifestyle. . "> [ROLLYw0OOD
BeBoLES ~ A unique pasta brand known especialiy for its Jerusalem
artichoke fiour products, DeBoles aiso markets semolina, whaole wheat, and l

|
rica flour pastes. In addition, DeBoles offers cenified organic pastas. !
BEARITOS - A naturat brand of chilies, sauce mixes, and snacks, including our ‘
first snacks to carry the “No-GEI” {genetically enginsered ingredients) seal, )
LitTLE BEAR - Drganic snack products that appaal to kids of all ages.
HARRY'S - A premium snack brand of natural and organic snacks including
pratzals, potato chips, and tortilla chips.
BOSTON'S - A pionaer in kettle-popped pepcorn, Boston's now
markats crunchy cheese snacks.
ALBA - Well-known for its quality non-fat dry milk, shakes, and
hot cocoa products, ALBA meets consumer demand for nutritious
dairy beverages.
. ESTEE ~ The number one brand in the medically-directed/diet
: cateqory for over 50 yaars, Estea markets sugar-frea and fructosa-
sweetened toods for people with diabates and others on sugar-
restricted diets.
FEAYTMERWEIGHT - This brand markets sodium-restricted products
develtped for the millions of consumers who need to raduce their salt intake,
HoLwywooo - The U.S. leader in safflower oil, Hollywoad is kngwn for its
high quality canola and peanut oils, as well as carrot juice.
KINERET - Qur kosher food brend features both holiday and everyday foods
and snacks in irozen and shelf-stabla verigties.

We are reinvigorating our
namesake line, Haln Pure
Fonds, with new products
and packaging. N
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El ErnST& YOUNG LLP

REPOAT OF INDEPENDENT AUDITORS

The Stockhalders and Board of Directors
The Hein Celestial Group, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheats of The Hain Celestial Group, Inc. and Subsidiaries as of June
30, 2002 and 2001, and the related consolidated statements of operations, stackholders’ equity, and cash flows for each of the
thres years in the period ended June 30, 2602. These financial statements sre the responsibility of the Company’s management.
Qur responsibility is to express an opinion on these financial statements based on our audits,

We conducted our audits in accordance with auditing standards gengrally accepted in the United States. Those standards
require that we plan and parform the audit to obtain regsonable assurence about whether the financial statements are free of
material misstatement, An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation, We believe that our audits provide a reasonable
basis for our opinion.

in aur opinion, the financial statements referred to above present fairly, in all material respacts, the consolidated linancial
posmon of The Hain Celestial Group, Inc. and Subsidizries at June 30, 2002 and 2001, and the consolidated results of their

_operations gnad their cash flows for each of the three years inithe period ended June 39, 2002, in conform:w with accounting
principles generally accepted in the United States.

As discussed in Note 4 to the consolidated financial statements, in fiscal year 2002 the Company changed its method of
accounting for goodwili and other intangible assets. As discussed in Note 7 10 the consolrdatad fmanclal statements, in: flscal
year 2000 the Company changed its method of accounnng for start-up-costs. ~ S b d Ten T

Gamit t Youmg LiP S R

Melville, New York
August 28, 2002

REPORT OF MANAGERENT
Responsibility For Financial Staternents And imemal Controls

Management Is responsible for the information presemad in this annual repart, The financial statemants hava been
prepared in accordance with accountng principfes gensrally accepted in the United States, Certain astimated amounts
are included in tha financial statements, and these amounts are based on currently svailabis information and mansge-
mant’s judgment of current conditions anc circumstances. Meragemant alsc prépared the ther information in this anausl
report and is responsitle for its accuracy and consistency with the financial stataments.

Ernst 8 Young LLP has rendered an ojinion on the consclidated balanca sheet as of June 30, 2002 and 2001, end the
ralated consolidated stotemenss of operations, stockholders’ wquity and cash flows for each of the three yearsin the
period ended June 30, 2002 basad on audits conducied in accordance with suditing standards generslly accepted in the
United States.

Tha Company maintains & system of imernal contiol which is designed to provids sssurancs 82 appropriats cost asto
tha reliability of the financial records and the protection of assats. The system is charoctarized by organizational
arrangements thet provide for delagation of aythority and divisions of responsibility, the selection of comperant financial
managers, and by defined financial pclicies and procedures. In addition, the Board of Directors, through an sudlt
committes composed of Directors who are not cfficers or emptoyess of the Company, provides oversight to the adequacy
of the system of intarnal conrol. The Company believes that its system of internal control provides reasanatbie assurance
for the preparation of its annual financial statements.
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Management's Discussion and Analysis of Financial Conditien

a#nd Results of Dperations
GENERAL

Wa mada the following acquisitions during the three years ended
June 30, 2002:

On January 18, 2001, wa acquired Fruit Chips B.V., a Netherlands based
company, who manufactures, distributes and markets low fat fruit, vegatable and
patato chips,

(n Juna B, 2001, we acquired Yves Veggie Cuisine, Inc. and its subsidisdies
["¥ves®). Yvas is @ manufacturer, distributor and marketer of premium soy protain
tneat aharnative food products.

On Decembar 10, 2001, we scquired Lima N.V., the lesding Belfgian natural
end organic Jood manufacturar and marketer,

All of the foregoing acquisitions {“the acquisitions™ ot “acquired busi-
nesses”) have been accountad for as purchases. Consaquently, the oparations
of the acquired businesses sre included in the results of operations from their
respactive dates of acquisition, The Calestal mergar, completed in Mey 2000, was
accounted for using tha pooling-of-intgrests method and sccordingly, all prior
periods werg restzted to includa Celestial’s rasults of oparations.

RESULTS OF O?ERAHUNS .
Adoptien of 'TI'F Consensus Rngnfd:nq Sates !ucsnavas

Dur statumems of opsrauuns mlect tha udupnon ur Emerging Issues Task
Force {"E1TF") consensuses related to the classificatian of certain vendor promo-
tionak ellovsances and other sales incentives es reductions of sales rather than as
seffing expunsas os had bren the pradominant industry and company practicain .

the past. The sales smounts for tha fiscsl 2002, 2001 and 2000 petiods ers in coR- \

1nrmry ‘with those EITS conseasuses, which ware adeptad elfective January 1,

2002. To provide comparability, prior yebr pericds have been restated by reclassi-
fying promotional allowances and other sales incentives of 567.2 and ST1.) milkion -
for the fiscal years ended Juna 30, 200} and 2000, respactvely, frem selling
expensa 10 nat sales. The adoption of these EITF consensoses had no impacton
income or cash flows.

Restructoring and Noa-recumring Charges

During the fourth quarter of fiscal 2002, we rezerded chargas aggregating
§21.3 million, betora 1oxes, related to the expected sate ol the menufactuting
nssats of our Heulth Vallay facility in Irwindsle, California ($11.3 million) and the
discontinuance of cur supplemants business ($7.3 miliian) and Weight Watchers
ficanses {82.1 million}. Approximately $17.9 million of thess charges are noncesh
in nature.

During the second hatf of 2002, we dacided 1o pursue and execute 8 plan
to sell the Health Valiey (rwindale plant, Ouring the fourth quarter of 2002, we
enterad into Bn agreemant (subject to custiomary consants and conditions) to sell
the manyfacturing assets of the facilty to 8 co-packer whe will also assume the
retoted lease. Qur decision to dispose of this facility was lazgely the resul cf gur
inability 10 reach practicat capacity at tha facility. Accordingly, we identified 8
to-packer who can produce our products snd bring more production inta the
plant by offering cther branded and private label companies the epportunity 1o
have their products manufattured by the co-packer.

Upon the exacution of a signed contract, gur products will be purchased
Irom this co-packer on a cost plus basis. This pricing strutture will not provide
us with any immediate increase in margins, but it will allow us 1o share in the
potantial operating efficiancies of the plant through reducad product pricing in
ouf cost plus arrangemant when and if the co-pecker brings more production into
the plant

Accordingly, with the axpected sale of 8l plant assets ard certain invenlg-
ries 1o this co-packer, we recorded this restructuring and non-recurring charge.
The tharge includes $7.6 million of restructuring and ron-recursing charges
associated with reduted values of invontories of raw ingradients and packaging,
certain taase obligations and other items, none of which includes employes
saverance cos:s. OF this $7.6 mitiion of chargas, our gross profit was reduced by
$5.5 million chasgad to cost of sates us raquired by accouming rules. At Jung
2002, approximataty $2.1 mitlion of tuture costs have been eccrued, principally
ralated to lease exit costs. In addition, we recorded .7 miltian of impairment
charges to reduce the Haaith Velley plant's manufacturing assets to their net
realizebie valuss. We anticipata that thare will be future charges in fiscal 2003
for pctential severance ilablthies and refated employee costs, which are expected
o epproximate £2 million,

In June 2002, we announced thet we had discontinued our supplements
business a1 Celestial, and thet we would not rénsw our license to sell certain
Waight Watchars products. These product lings did not represant our core
produt category of natural and organic foods, and further, the supplements
business had faced incraasing competition over the {ast few years aleng with
raducad consumer interest We believe cur operating results and finaacial
position will be only minimafty enhanced in tiscat 2003 and beyond withcut thess
non-cosg praduct fines, In addition, we can now batter-utilize our management
resaurces sway from these non-core productfings. In cannaction with these
discontinuances, we recorded charges of 57.9 million related to supplaments,
principally for inventorigs, packaging ant trade items. Of this $2.9 million charge,
sp.z million had the uﬂgct of reducing our gross profit. The charge for the non-
renewal of the Waigh&{datchurs licanse amounted 1p $2.1 million, principably ter
inventories, packaging and trade itams, of which $.7 mifion reduced our gross
profit Approximately 54.3 million has been accrued a1 June-30, 2002 associated
viith these future costs. Woh . -

" Fisea) 2002 Comparad to Flsca) 2001

-Nat salas in fiscal 2002 wara S395 million, an incresse of 14.5% over nat sales
of $345.7 million in 2007, Adjusted for saigs derived from acquired busingsses and
4 continustion of tha rediraction of managamant facus fom centain nan-core
product lines iprincipatly supplements and non-core foad product categories),
our net salas incraased 4%. Our net sales ware impactad during fiscal 2002 by
the tragic avents of September 11, 2001, the unusually warm winter which slowed
sales of teas and other cold wansther praducts, and product availability issues
affecting our Terra Chips products ceusad first by capsoity limitations st our
original Brookiyn, Now York plant end further by the delays in the start-up of
production a1 our Moonachia, New Jersey plant. Qur internal growth vas derived
principally from our Yerra and Gardan of Eatin’ snack brands and from our rafrig:
arated Wasisoy brand.

Gross peofit for 2002 decreasad by ST million %o $104 million (26.3% of nat
salgs) a3 compared tg $111 million {(321% of net sates} in 2001, Gross profits in
2002 adjustad for the restructuring and non-recurring charges discussad above
vse1g $116.4 million, or 29.4% of raportad net sales. The decline in adjusted gross
profis percentage of 27% was caused by: changes in the mix of sales driven
principally by unusually warm winter waathar {$6.0 miliion or 1.5%); higher than
anticipeted start-up praduction costs at our new Terrs Chips manufacturing
facility in Moonachia {51.5 million or .45); higher traight snd warehousing costs
associated with centaln strategic initistives to increase inventory levels in order
to reduce stock outs with the objective of increasing customer satisfaction
{$3.5 million or .5%); and lower gross profits sssociated with certein of our regent
business acquistions {$.8 millior or .2%).
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f’ Selling, ganeral and administrative axpenses {excluding amortizatian
sxpense) increased by approximately $22.5 million to $87.7 million {22.1% of net
sales}in 2002 a5 compared to $65.2 {18.9% of net sales) in 2007. The increase is

# result ot $10.7 million of costs braught on by the sfarementioned acquisitions
during the second haif of fiscal 2001 and first haif of fiscat 2002; $2 million of
increased consumer marketing; $1.4 million of highar dapreciation assaciated
with cantinuing imgravements to our information systams and the capittl sxpendi-
turgs relatad to our headquarters office relocation; and mcreases across oll
tovels of ganeral and administrative costs to support the growing infrastructure
reguirad for our businass. Amortizetion of goodwill and other intangible assets
was $5.4 million for 2001 compared to approximately $.3 million tor 2002. The
resufts for 2002 includa the effect of adopting Statement of Fnancial Accounting
Standards "SFAS®) No. 141, “Businass Combinations,” and SFAS No. 142,
“Goodwill and Other Intangibie Assets,” which resulted in a $6.1 millien reduction
in overall expenses {$4.0 millian net of tax} and 2 813 and $.12 increase in basic
end diluted sarnings per shara, respestively. The 38 million pre-tex raduction of
amortizetion expensa in 2002 represents the amount of amortization of goadwill
and indefinite-lifa intengible assets that arose from acquisitions prior to

Juty 1, 2001 and is no longer being amortizad,

As discussed above, durlng 2002 wa recorded $5 millien of restructuring and
other non-racurring charges, and & $3.9 million impairmant of long-lived sssets
charge. There were no such charges in 2001, These cherges are ralated 1o
certain asset writ-offs, trade costs and employes seversnce costs associsted
with the discontinuance of tha Celustiat supptaments huslnsss and Waight
Watchars brand license and ml axpncted Heealth ‘.’nlley facility sala

Marger relsted charges amcunted to §1 million for 2001, resulting from
certain employes costs associated with the Celestial Merger in May 2000,

. Dperating income dectessed 1 §1.3 million during 2002 compared 1o
s:;u 4 mnrimn in 2001. The da:rea#e of §31.1 million is dua to the aforementioned
rastruclunng snd non- rncurrinu charga: of 521 A million, dacreased gross profits
&nd higher sel)mg, ganeral and administrative sxpenses, all discussed shove..

-Interast expense fincome) - ‘net and other expenses amounted 10 52.5 millm
in 2002 compared with income of $2.3 million in 2001. The decrease of $4.8 milkon
is primariby'the rasult ot the mteren expense we incurred in 2002 whils using our
Cradit Facility 8s compared to the interest we gamed in 2001 on the invastible cash
we had during that year. Since Juns 2001, we have usad thet cash ta fund the Yves
and Lima azquisitions, end 1o fund the construction of aur new Terra Chips manu-
facturing facitty in Maonechie, New Jersey. in addition, in 2002 we incurred & full
year of carrying costs for aur Credit Facllity, which we antered into on March 28,
2007, in 2002, wa slso incurr ad cther costs ang expanses totaling $1.5 miflion
rgsulting from the closura of our Terra Chips Brooklyn, NY manufacturing feciity in
Dacember 2001, and the return of the lassed premises to the awner. We disposed
of machinery and equipment and Isasehold improvements deemed unusable which
torled $1 million, and we were raquired 1o retrofit the leased Braokiyn facility to
its originai condition at & cost of spproximatety 8.5 million,

tncome before income taxes decreased $35.9 million to $4.8 million in 2002 as
compared to $40.7 million in 2001, The decrease is 3 result of the aferementioned
decrease in operating incoms and higher interest and other costs.

Income taxes dacreased to $1.8 millicn for 2002 compared to $17.t million
in 2001. The effective tax rate was 38% in 2002 compared to 42% in 200). Tha rea-
son far our lower tax rata was tha glimination of nandeductible goodwill
I\ amortization discussed above.

Notincoms for 2002 amounted ta $3 million compared 10 523.6 miflicn in 2001.
This $20.6 milliar: decrease in saraings was primarily atributable to the aforemen-
ticned decrease in incoma before income taxas offset by the reduction in incoma
tax axpense.

7

Fisce) 2001 Comparnd to Fiscs! 2022

Ne1salos for 2001 were 5345.7 million, an increase of 4% over net sa!es of
$232.4 million in 2000. On & ygar-to-yeer basis, our net sales were affected by a8,
slawing U.5. economy end rediraction of managemens focus away from certain
non-cora product lings {supplemsnts, cartain private label categeries end other
nor-core food product categories), On a comperable basis, nat sales incressed L
by $23.9 million or 7.2% with the growth primarily coming {rom our Wastsay,
Heatth Vailey, Terra Chips and Garden of Eatin” brands,

Gross profit for 2001 increasad by $8 mlllion to $111 mitlion {32.1% of net
sules) as compsrad to $105 million [31.6% of net sates) in 2000. Our gross profits
wers halped by lowar trade incentvas {33.9 million) in 2001 a5 comparad to 2000, |
This increased aur nat sales and gross profits, raspactively, in 2001. On # net
sales basis without salas incentives, the increass in gross profit dolfars was a
diract rasult of incraasad sales levals in 2001, The decling in gross profit percent-
20 was predominantly due ta: inventary writa-offs of approximataly $1.8 miltion
sssociated with our decision to writa-off cartain nonperforming inventory SKU's
23 a resuk of our decision to move and consolidate warshouses &nd upgrade our
managemsnt information systam within our distribution. infrastructura; approx-
mataly $.5 million associated with sur consolidation and move of one of our distri-
bution facilitfes into our new Qntario, California distribution facility that opened in
Septamnbar 2000; approximately 5.2 mlion of higher fue) costs associated with
fraight cost; all offsat by $4 million of sdditional writeoffs and reserves in 2000
assotiated with the supglaments kne. H

Saling, general and sdministrative expenses {including goaidwill amortizaton
of spproximetely $6.4 milkion each year) decraased by spproximately $11.3 million_
to $71.6 millian {26.7% of net salas} in 2001 as compared (o $83.4 (25.1% of net
sales) in 2000. The dallar decrease i3 a combinatlon of approximataly 58 miliian of
synargins raslized resufting from the Calpstish mrqur 8 §1.2 milion nen-racurring
cherga tncurred in the Septembaer 1939 pmnd hv Calostial, and, sz 5 million ol
lower othar seolling, generul and ndmlmsuauvn elpensa cnmponents

Merger related charges nmaumudm SI muhon for 2001, 85 compared to-
$15.56 million during 2000. Merger refated cherncs incwerad in 2001 retate to
certaln employee costs assotiated with the, Collsual Merger in May 2000,

During 2000, we reccrded $4.9 n:llion and 33.5 mikion of restructuring and
other nor-recurring charges and gn nmpunnum of lang-lived ‘assets charge,
respectively. There were no such charges during 2001, {

Operating income increased to $38.4 millian during 2001 comparad to 8 |
operating loss of $2.4 millon in 2000. The increase of 3408 milion was due to
increased gross profits, lower salling, genaral and administrasive expanses and
margar charges 88 well 88 no restructuring o impairmant of asset tharges as
had oceurrad in 2000.

Interast expense {income) - net of other expenses amounted to $2.3 miflion
of income in 2001 compared with an expense of 55.1 million in 2000. The swing of
$1.4 millisn was the result of Intarest sarnad on investible cash on hand in 2001
with minimal debt levels 85 opposed to our position in 2000, our average debt
level was approximately 558 milllon under our then existing term loan facility, with
icterest incurred at an averags rate of 8.22%.

Incoma bafore income taxes, sxtrzordinary item and cumulative change in
atcounting principle increased $48.2 million to $40.7 million in 200 as compered
to o pretax loss of $7.5 million in 2001. The increase is & result of the storemen-
tioned incronse in oparating income, highar intarest snd other income and lower i
intarast and finance costs.

During 2000, the Company recarded 2 $3.9 mitlion (52%) tax pravision an g
pra-tax loss of $7.5 million as compared to # tax provision of $17.1 miflion [42%) on
8 pre-tax income of $40.7 million during 2001. The 2000 tax expense, even though
there was 2 pre-tax 10ss, was primarily & resull of the edd back of nandeductibtls ||

4
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"ﬂargar and assat write-down charges. Tha tax rate of 42% in 2001 is higher than
the statutory federst and state rates in effect primarily dua to nondeductible
goodwill amortization.

LIQUINTY ARID CAPITAL RESQURCES

Wa financa our operations end growth primarily with the cash flows wo
generata from our operaticns and from borrowings under our Credit Facility.

We hava svailable to us o $240 million revelving Credit Facility lthe “Credit
Facility™) which provides us with 8 $145 million ravolving cradit facility through
March 29, 2005, and & $95 million 354-day facility through March 27, 2003. The
Crodit Facifity is unsecured, but is quarantsed by afi of our direct and indirect
domestic subsidiaries. We are requirad to comply with customary affirmative and
negative cavenants for faclities of this nature.

This access to capital provides us with fiaxibte working capital needs in the
normal course of business and the opportunity to grow our business through
pcquisitions or davelop our existing infrastructure through capitat investmant

Neot cash provided by oparations was $22.6 million and $22.8 million for 2002
and 2001, respactively. Qur working capital and currant ratio were $70.9 million
and 2.31 tu 1, respactively, at June 30, 2002 compared with $92.3 million and 2.89
to T raspectivaly, at Jung 30, 2001, The decrease in working capital and current
ratio is dve to tha use of approximately 521.3 million tor capital expenditures and
$13.5 millions of cash to fund our 2002 acquisitions.

Nat cash used In financing activities was S8.5 million far 2002. During 2002,
we repaid certain debt obligations of acquired businesses totaling 537 million and
we used $3.6 million of cash for a stock buyback program. Net cash provided by -
financing activities of $16.1 million in 2004 was derived principaily from proceeds
received rom exercises of warranis and stock cptions. During the pannd dJuly 1,
2002 to Septemter 19, 2002, wh acquired .2 mijlion shares df our tominon sthek in”
open market purchases af s cost of approxlm:telvﬁ& mililo ’

contractusl abligations aré as faflows: . e

. <

the amount of unauthorized deductions that our customers heve taken to be

noo

Uhhgsﬂnnsfnt &ll debt instruments, cupnaland opelatmg leasas ang ather -

Payments Dua by Porlod .

Less than ’ Thers-

1 + Tota) ¥ yusr 1-3yaers aftar
H Debs instruments § 9,836 S Bl § 5028 $ 2400
Capital Ieasa obligations 1828 563 1282 3
Cparating lsases 2,843 3419 §.33% 1,038

Totwl contractual cash

abligations $34.567 54,850 $18,228 513491

Wa believa that cash on hand of $7.5 million 8t Juns 30, 2002, a5 well es
projectad fiscat 2003 cosh flows from operstions, and availability undar our Credit
Facllity are sutficient to fund our working capital needs, anticlpatad caplte)
axpenditures ot approximately $10 million, end the $4.85 miltion of dobt and Isasa
|| obligations described in the tabla above. We cumently invest our cash on hand
} in highly liquid short-term investments yielding approximately 1.5% interasy

Critical Accountipg Palicizs

3 Qur finantial statements are prepared in sccordance with accounting princie
[} ples genarally acceptsd in the United States. The accounting principles we use

}| require us 10 make estimates and sssumgtions that affect the reportad ermounts
of essots and liabilitles at the date of the financial statements and amounts of
income and expenses during the reporting periods presentad. We believe in the
quality and reasonableness of our critical accounting policias; however, it is likely
that materially differant amounts would bs reported undar different conditions or
vusing assumptions different from thase thet we have consistently applied. We
believe our critical sccounting policies are as {allows, intluding our methedology
for estimates made end assumptions useq:

e

-

Valvaiion of Accounts and Charpaback Recaivebles

We perform ongoing credit evalustions on exizting ond new customers daily.
We spply resarves for delinquent or uncollactible trade receivablas based ena
spacific identification methodology and 8130 apply » general raserve basad on the
sxperignce we have with our tade receivables aging categories. Credit losses
have baan within our expactations over tha last faw yaars. While two of our
customers reprasent approximately 30% of our treda raceivable balance on an
ongoing basis, we believe there is no credit expasure &t this time,

Basad on cash collection history and other stetistical anatysis, we estimate

repaid and colfactibla in the near future In the tarm of 8 chargeback rageivabls.

While pur gstimate of this recsivable balance could ba different had we used i‘
different assumptions and judgments, historicslly our cash collections of this type
of receivabla has been within cur expactations and no significant write-offs
and/or impsirmert has ¢ecurred, Qur chargeback receivable batance at Juna
2002 was 55 million as compsared to $1.4 million at June 2001 (inciuded in other
current pssets).

There can be no assurance that we would have the same experignce with
our racoivables during diffarant sconomic conditiens, or with changes in business
canditions, such as consolidation within tha food industry and/or  change the
wey we markgt and sefl our products.

faventory - ,'

Our inventory is valuad stthe Iowsr nI cnst or mnrkm Cnst has been derived
principally using stendard tosts utilizing the first-in, first-out method Wa provide
write-downs for finished goods expectad tg become non-saleable due to aga
snd specifically idamﬂv and reserve for staw mmnng of ubsnlata raw ingredients. iy

andpactagmg .-f. . ; FE 4 ey

Pm;nﬂy Plant, and Egmprmn! L

Our property, plant end equlpmunl Is carriad 8t cost and dep:acmed and .
or amortized on o streight-fine dasis over the lasser of the astimated useful lives .-
or lease life, whichevar is shorer, Wa believa the assot lives assigned 1o our
property, plant arid eguipmant are within ranges/guidetines generally used in food
manufacturing and distribution businesses. Qur manutacturing plants and distri-
bution centers, and thair relatad assets, are psriedically reviewed to determing if
any impairment exists by snalyzing underdying cash flow projections. At this time,
we befieve no impairmant exists an the carrying value of such assets.

fievanve Recognition

Satas nre recagnized upan the shipment of finished goods ta customers.
Allowances for cash discounts end raturns are recorded in the period in which
the related sale is recognized.
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SUPPLEMENTARY QUARTERLY RANANCIAL DATA

Unaudited quartarly financial data (in thousands, excapt par share amounts)
for fiscal 2002 and 2001 is summarized as ioflows:

Growuere

Threa Honths Ended
Sepe 30, Dec.31,  RMarch D, Jure 30,
M 200 X0 paie)

Net sales $69,735 $105,169 $105614 § 95435
Gross profit 26,662 32286 324 12633
Restructuring and

nan-recussing charges 4977
impairment of proparty,

plant and aguipment 34n
Operating inzomz (loss) 9,135 9,850 8,531 {20,362}
tncome {loss) bafore

income taxes 87 8336 8331 [0,602)
Netincome lloss) 5 5443 § 5205 $ 5177 $112,814)
Basic eernings pes

common shers $ .8 $ 15 § 5 S
Dituted sarnings per

common share $ 8 $ 48 8 5 $ 13

Gross profit for the three months sndad June 30, 2002 was negstively
impacied by approximately $12.4 miflion of charges 0 cost of sales resuling from
thé resiructuring and non-recurring charges refated to the expected sale of the
Health Valloy manufacturing facility, end the discontinuance of the supplements
busingss and Weight Watchers ficense. ’

' Threa Wonths EnZed
Sepr.30,: .Dec.3),  Marchd,  Juna D,
. - 2009 ‘. 2000 2007 2001
Net sates ' $BIL70B SN S END: S TAN40
 Gross profit 18463 . 5 35424 25,963 21,168
Morger costs B 1< R .
Oparsting incame B U1 A 6,56 421
incoms before .
ingome taxas 11,043 17,699 733 4,616
" Netincoma SBM5 $10266 S 421 S 26T
Basiz earnings per
common share s W s § .1 s 88
Diluted earnings par
commepn share s 9 | I ] s 1 S B

ANNUAL REPORT

SEASONALITY

QOur tes business consists primarily of manufscturing and marketing hot lee
products and, as & reault, its quarterly results of oparations reflact saasoral
trends rasuking from increesqd demand for its hot tea products in the cooler
months of the year. This is al50 true for our $oups and hot cereals busingsses, but
to a tesser extent. Quartesly Ructustions in our sales voluma and operating resulty
ara due to @ number of taciors relating to our businass, including the timing of
trada promotions, advertising and consumer promotions and other factors, such
as spasonality, abnormal and inclement weather patterns and unarticipated
increases in labor, commodity, energy, insuranca or othes operating costs. The
impatt on sales volume and operating results, due to the tming and exten? of
these factors, can significantdy impact our businass. For thess reasons, you
shouki not refy on our quartarly opersting results as indications of future perform-
ance, In soma future pariods, our operating results may fall below the expecta-
tions of sacurities anatysts and investors, which coutd harm our business.

INALATION

Managament does not balisve that inflation hed a significant impact on out
results of operations for the pariods presented.

™

BT TR
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ASSETS
Current sssets:
Cash and cash equivalents
Accounts receivable, fess allowance for doubtfu!
accounts of $1.002and 3815 T
Inventories
Recovarable income taxes, net
Deterred income taxes
Qther current assets

§ 75

44018
53.624
1.2
1223
10.804

Tota) current exssts

124,843

Property, plant and equipment, net of accumulated
depraciation and amortization of $29,059 and $25,551

Goodwill

Trademarks and other intangible assets, net of
accumulated amaortization of $6,603 and £68,734

Other assets

69.774
239,643

38,083
6,738

9,077

Totel assets

$479248

$461,693

LIABILITIES AND STOCKHOLDERS' EQUITY
Current lisbilities:
Accounts payable and accrued expenses

- Current partion of long-term debt

"Accrued restructuring,and non-recurring charges

$ 43,587
o, 2681

La

Totst current liabilitied

+ 48,468

__Long-term debt, less currant portion

Deferred income taxes |

10718 n -
7854

Total lisbilities

Commitments and Contingancies’
Stockholders’ egquity: )
Praferred stock — §.01 par value, authorized 5,000,000 shares,
no shares issued
Common stock - $.0% par valus, authorized 100,000,000 shares,
issued 34,075,638 end 33,771,124 shares
Additiona! paid-in capital
Retained earnings
Foreign currency transiation adjustment

k2
5482
51,597
363

Less: 306,917 and 100,000 shares of treasury stock, at cost .

407,123
(3,873)

Tota! stogkholders’ equity

403,848

Totsl liabilities and stockholders’ equity

5475248

See notes (o consolidated Faencial statements,

' o P




THE HAIN CELESTIAL GROUP ANNUAL REPORT
Counsolidated Statemenis of Opsretions
{ln thousands, excapt per share amounts)
Yoar Ended Juna 30
2002 2001 2000
Net Sales $395,554 §345,661 332436
Cost of sales 291,915 233,643 21477
Grosa profit 104,039 111,018 105019
Selling, general and administrative expenses 720 1,607 83,372
Mergar costs 1,032 15,633
Restructuring and other nan-recurring charges 435M 4933
Impairment of fong-lived assets 3,878 3468
Qpareting income {loss) 1258 38379 12,387)
Interast expense {income), nat and other expanses 245 {2,292} 5116
Incoma {loss) bafors income taxes, extraordinary item
and cumulative change in accounting principle 4,533 06N {7.503)
Provision for incoma taxes 182 17,082 3,900
Income {loss) hefore extraordinary item and
cumulative change in accounting principte g 23,588 {11,403}
Bxtraordinary item - costs in connaction with garly
extinguishment of debt, net of income tax benefit v, :
of §1,382 : (1,940)
Cumutative change in accwnung principle, '
net of income tax benefit of 52,547 L "~ {3,754)
Metincoms {loss) $ 29 3 23589 - § (17,097}
Basic earnings per common shara: G S
Income {loss) before mraordmary itam and \ ) R .o
" cumulative change in accounting prmcmle . - N LI | s (4}
"Extraordinary item i # ST b 107
Cumulative change in accounting principle ’ R RS SR Ak
Met inzome (toss) : $ m § .. 5 L&)
Qiluted earnings per common share:
Income {loss) before extraordinary item and
cumutative change in accounting principle $ .09 § &8 s (&)
Extragrdinary item b {.07)
Cumulative ¢hange in accounting principle £.13)
Net incoma {loss) s D0 $ 68 $ (61
Weighted average common shares outstanding:
Basic 33,760 33,014 27,952
Diluted 34,144 34,544 21,952

Sue notes 1o consolidated financial statements,

d




THE HAIN CELESTIAL

GROUP ANNUAL

S ——————————rrr

s

ra

P e e = = =

; Consolidsted Statamonts of Cash Flows

{In thousands)

REPORT

Year Ended June 30
2002 2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES
Netincome (loss) $ 25h $ 23,589 $ (2,090
Adjustment for change in year-end of Celestial 3933
Adjustments to reconcile net income {loss) to net cash
provided by oparating-activities: -
Non-cash restructuring and non-recutring charges,
including relstad inventary charges 10929 1,994
Non-cash impairment of long-lived assets 87 3,468
Non-cash merger related charge 175
Extraordinary item 1,940
Cumulstive chenge in accounting principle 3,754
Depreciation and amortization of property and equipment 1.687 6,287 4388
Amortization of goodwill and other intangible assets 24 8,441 64053
Amortization of deferred financing costs 3 107 18
Provision for doubtful aceounts 551 383 LX7)
Defarred income taxes rat)] 130 4373
Gein on disposal of assets (922)
Othar Q 48 46
Increase {decreasel in cash gttributable 1o changes in assats -
and liabitities, net of amounts applicable to acquired businesses: " -
Accounts receivable - " e (8.514) 4Mm
Inventories . {9.179) 848. {8,607}
Other current assets (4,278} 604 20490
. Giher assats ‘ _ b X (74g)-- - - 2m
Accounts payable and accrued expenses | {7434} (19,598} : u = - 3882~
‘Accrued restructuring and non-recurring charges o a0 BEERIPLR N :
‘Recoverable income taxes T ],305 ] PR 125
“Tex Kenafit of nonqualifiad stock options - - [334) 3,027 : 13319} -
% Met cash provided by oparating estivitias 50 22,84 o 10;564 -
CASH FLOWS FROM IMYESTING ACTIVITIES
Acquisitions of businesses, net of cash acquired {12,568) {37.1849) {4,673}
Purchases of property and equipmant and other intangible assets (21,311) {13,474 {4,298}
Proceeds from sale of assets 1,583
Mot cash usad in investing ectivitias {34,909) {50,658) {7.388)

CASH FLOWS FROW FINAMCING ACTIVITIES

Proceeds {repayments) from bank revelving credit facility, net 4,400 (5,080)
Repeayment of term loan facilities {130,000}
Payments on economic development revenue bonds (459} {366) (317}
Costs in connection with bank financing (249) 11,369 {26}
Proceeds from private equity offering, net of expenses 160,332
Purchese of treasury stock {3,600)
Proceeds from exercise of options and stock purchese plan,

net of related expanses 1.0 13,685 9354
Payment of other long-term debt and ather lisbilities {3273 1217 {278}

Met cash (used in) providad by finencing activities (6,512) 16,133 33,985

Effect of exchange rate changes on cash {276) 19
Net {decrease) increase in cash and cash equivalents {18,105} {11,665) 7,161
Cash end cash equivalents at beginning of year 2643 38,308 1147
Cash znd cash equivalents at end of year $ 153 $ 28643 $ 38,308

San ngles 10 consotijated financial statemants.




THE HaAaiN CELEST!AL GROUP ANNUAL REPORT
Consolideted Statements of Stockhelders” Equity
{In thousards, except per shaye and share data)
Years trded June 30, 2000. 2001 and 2002
Forvign Compre-
Cemmaon Stack Additionat Currency hansive
Amoum Pald-in Rotoined  __ Trewsury Stock _ Transint Incems
Shares at$01 Capital Earnings  Sharex Amount Adjustmamt  Totsl (Loss)
Balance at June 30, 1989 24684079 $247  $126316  $38201 100000 § (275} $164,489
Issuance of shares to Heinz,
net of related expenses B090351 b1 177,682 . 177,703
Coenversion of promissory notes 442,538 4 9,473 4977
Exercise of common stock
warrants, net of
relatad expenses 345,853 3 1,922 1,925
Exercise of stock options 984,440 6 7,423 7429
Non-cash compensation charge 48 45
Tax benefit from stock cptions 3319 3,319
Adjustment for changs in
yaar-gnd of Celastial 3833 3933
Nat loss 117,067} (17,007) ${17,097
Balanca at June 30, 2000 32,147,261 3 325,601 25,037 100000  (275) 351,724
Exercise of common stock
warrants, nat of .. .
relsted expenses 166,419 2 €57 . . 639
Exercise of stock options 1,265,465 13 12,857 ‘. ' 12,870
Issuance of common stock 191,919 2 5714 ‘ : TR BME
Non-cash compensation charge 46 %
Tax benefit from stock options 3027 . 3
Net incoma far the period 258 - ® 13589
Comprihensive incoms: - I . A r
Natincoma & & . - 23589
Traislation adiu;lmenis‘- ﬁ T 3978 978y - (978)
Tota! comprehensiva incoms _ 8 Tk $ 2260
Batance at June 30, 2037 BMAe 338 39,902 8626 100000 (275)  (978) 395,653
Exercisa of stock ogtions 94,348 1 52 93
Puorchese of trazsury stock 206917 {3.500) (3,600)
fssuance of common stock 21014 2 4507 i 4,509
Hon-cash compensation charge 4 i a7
Tex benefit from stock gptions 334 33
et income for the perlod a9 2911
Compsenensive income:
Net incame $m
Translaticn adjusimants 1.541 1.84% 1940
Total comprehensive incoma $ 4912
Balanca at June 39, 2002 340756839 $34f 5354822 §51,597 306917 S(3.675) § 953  S403848

See notes to consolidated fingneial statemants.
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I Notes te Consolidated Financial Statements

g 1. BUSIMESS The recanciliations of operating results of Hain and Celestial tor the peniod ;
Tha Rain Celestial Group (herein reterred te as "the Company,” “we,” "us” previously raponied prior to the combination are as foflows:
and “our®} is a natural, specialty and saack food company. We sro a leader in Nina manths \
many of the top natural food categeries, with such well-known natural food ended {
{ brands as Celestial Seasonings@® teas, Hain Pure Foods®, Westbrae®, __March3t. 00 s
Waestsay®, Arrowhead Mills®, Health Valiey®, Broadshop's®, Casbah®, Net salas: §
f Garden of Eatin'®, Terra Chips®, Yves Veggia Cuisina®, Gaston's®, Lima® and g:;:stisl 81:45:.‘5533 ;
Biomarche® in Evrope, DeBolas®, Earth’s Bast®, and Nile Spice®. Qur principal ) - e P e O
i specialty product lines inciude Hollywood® cooking oils, Esten® sugar-free Combined __S_ZE_G;ID_CP_ i
products, Kineret® kasher foods, Boston Better Snacks®, and Alba Foods®. Income before extraordinary item and ;
j We oparate in one business segment: the sale of natural, organic and other ;t;?:‘uluuva change tn accounting principle: s 270 i
E faod and beverage products. During the three years anded 2002, approximately Celestial 4200
I $4%, 51% and 55% o) our revenups ware derived from products that are manu- Combined Y
tactured within our own facilities with 6%, 43% and 45% produced by various . e —
to-packers, In fiscal 2002, 2001 and 2000, there ware no co-packers who mang. et GO -
factured 10% ar more of our co-packed products, gz;gsﬁal s g}m
Z BASIS OF PRESENTATION Combined S 12,100 l
j Qur consolidated financial statements include tha accounts of The Hain Thers wara no matarial adjustments raguirad to canform tha accounting
} Cetestial Group, ine. {formerty known s The Hain Food Group, Inc. ["Hain®)} policies of the two compardas. Cartain amous of Celestial hava been reclassified t
i and all wholly-memed subsidiaries. In the Notes to Consolidated Financial to conform 1o the reperting practices of Hain, 1
It Ststements, all dollar amounts, excep: per share data, ara in thousands uniass ) k
k atherwise indicated. . 3. SUMMARY OF S!_QNIRCAHT AND CRITICAL ACCOUNTING POLICIES _
4 Marger: On May 30, 2000, Hain completed 2 merger {the “Mergar”} with Consalidation Palicy - H

Cur accq[npanyi;}g'consulidtad financial statements include the sccoumts -
of the Cumpg’r’w and al'cf its wholly-owned subsidiaries, Materia) intercompany
eccounis snd tansaiions have been dliminated in consolidption. '

‘ ke

5 Celestial Seasonings, Inc. {Calestial”) by issuing 10.3 million sheres of Hain

i common stock in exchanga for all of the cutstanding common stock of Celestial.

{  Each share of Calestis! comman stock was exchanged for 1.265 shares of-Hajn

- i common stack. tn addition, tl_}in assumed all Celestal stock pplions praviously
!

granted by Celestial, As partof the Merger, Hain changed its name to The Hain - 1ige of Extimates ;
The financial s;algépienis are p_r.p_parnd Inaccordance with accounting
principles generally accepted in tha United States. The azcounting principles
we Use raquirg us to make ustimates and assumptions that afiect tha reported
amounts of nssets and liabilities st the date of the financial statements and
smounts of income and eaxpenses during the reporting parads presented. We
belisve in the quality and reasenableness of aur critica! accounting palicies:
howevar, itis likety that materially different amounts would be reported under
differant tonditions or using assumptions different from those thatwe have

consistenty applied.

Celestial Group, Inc. Celestial, the common stock of which was previously publicly
traded, is the markatleader in spaciafity teas. -
_ The Merger was accnuntéd for as a pooling-of-interests and, accordingly,
b all prior period consolidated financial statements of Hain have bean restated to
31: include the rasuks of npnrnti:nns, financial position and cash flows of Calestial,
B Information concerning common stock, employee stock plans and per share data
2_ has been restated on an equivalent share basis. The consolidated financial state-
ments far the year ended June 30, 2000 include the rasuks of operations gnd cash
! flows of Hain and Calestial for the year then ended and, hecause Celastlal had »
fiscal year ending in September, Celestial’s results of oparations and cash flows
| for the thres-month period ended Saptamber 30, 1999 are included in both fiscal Valuation of Accounts and Chargsback Receivables and
2000 and 1935 {1939 is not presented in thesa consolidsted financial statements). Concentratian of Credit Risk
Celestial incurrad a net loss of $3.9 million for the thres-month pericd duplicated
and therefors, w2 have gliminated this duplication by adjusting retainad earnings
to add back such 1oss, Summary informetion tor Celestial’s thres-manth period
ended Septembar 30, 1933 is as follows: nat sales - §19.9 million; loSs before
income taxes - $7.3 milion; netloss - $3.9 million; cash provided by cperating
activities — $1.1 miltion; cash used in investing activites — $4.1 million; and cash
provided by financing activites - S3.4 million.

We parform ongoing credit evaluations on existing and new customers daily,
We spply reserves for delingquent or uncollectible trads raceivables based an a
specific idantification methedalogy and also apply an additional raservs based
on the experience we have with our iade receivablas eging categories. Credit
losses have been within our expectations In recent years, Whila two of our
customers represent approximately 30% of our trade receivables batence onan
onguing basis, we believe there is no ¢redit exposure at this time.

Basad an cash collection history and other statistical anakysis, we gstimate
the amount of unauthorized deductions thet our customars have taken to be
repaid and collectible in the near futurd in tha form of a chargeback receivable.
While our estimate of this receivable balance 155 millicn at June 30, 2002 and
$1.4 million at Jung 30, 2001, inctuded in other current assets) could be differant
had wa used different assumptions and [udgments, historically our cash
coltactions of this typs of receivable has been within our expectations and no
significant write-cffs and/or impairment has accurred,

i

g
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During the vesr anded June 30, 2002, sates to two customers and thair

effiliates approximated 17% end 15%. Thesa two customers each accountad for
sppraximately 18% of saies in 2001 and 2000.

Inventory

Our inventary is valuad at the lower of cost or market. Cost has baen datar-
mined principally using standard costs utilized under the first-in, first-out method.
Wi provide write-downs for finished goods expected to become non-salsable
due to age and specific2lly identify and provide for slow moving or obsalete rew
ingrediants and packaging.

Proparty, Plam and Equipmamt

Dur proparty, plant and equipment is carried at cost and depratisted and or
amortized o0 3 stralght-line besis over the estimated useful lives or leasa life,
whichever is shorter, We believe the assat lives assigned to our property, plant
and squipment are within ranges generally used in food manutacturing and distri-
butien businesses. Our manufacturing plants and distribution centers, ard their
refated assets, are periodically reviswed to determina if any impairment exists by
enalyzing undeclying cash ifow projactions. At this tima, wa believe ne impairment
axists on the carrying value of such assets, axcept at our Heahth Valley manutac-
turng laciltty in Irwindate, Catifornia {soe Note £). We utlize tha lollowing ranges
aof asset lives:

Buildings and improvemsnts 10-31 years
Machirery and equipment 5-10 years
Furniture and fixteres 37 yeurs
Ledsehold improvements ° 310 years

Revenua Recogrition

" Sales ere recoqmzed upun tha shipmen of I"m:hed goods to cuslom{ers
Allawances for cash dlscounts and returns ara rucorded in the perigd in whlr.h
the felated sale is rncngnrznd : ::
Reelassrl’tcniou

, PRI L . B . .

We have made certain raclassifications to the prior years consatidated:finan-
ciel statemants and notes thereto to conform to the current year presentation,

Foreign Carrsacy Transiztion

Financial statemants of foreign ‘subsidiaries ara trenstated intg LS. ?nllm
at current ratas, except that revenues, costs and expenses are translated at
sverage rates during each reporting period. Net exchange gains or losses resuit-
ing from the transiation of foreign financiel statements ang the effact of exchange
rata changes on intercompany transactions of w long-term investment nature are
atcumulated and credited or charged directly to a seperate component of stock-
holders’ equity and other comprehensive income.

Advertising Costs

Madia edvertising ¢osts, which are included in selling, general and adminis-
trative expenses, amounted to 548, $1.6 and $2.0 million for fiscal 2002, 2001 and
2000, respectively. Such costs are expensed as incurrsd.

Incom> Taxus

We [ollow the liatility method of accounting for income taxes. Under the
liability methad, deferred taxes ara determined baged on the diffsrences batwesn
the financial statament and tax bases of assets and liabilities at enacted rates in
gftact in the yeass in which the differences are expacted 1o reversae,

Shipping and Hendling Costs

Wha include the costs associsted with shipping and hendling of our inventery
as & companent of cost of sales in the Consokidatad Statements of Oparations.

Fals Values of Finencis! lestruments

At June 30, 2002 and 2001, we had $3.0 end £22.8 millien invested in corporate
money market securities, including commercial paper, repurchase agreements,
varieble rate instruments and bank instruments, These securities are classified as
cash equivalents as thair maturitias when purchesed are lass than thres menths,
At Jdune 30, 2002 and 2001, the carrying valus of thase money market securities
ppproximates thatr fair values,

Wa belisve that the internst rates charged on pur dett instruments approxi-
mata current horrowing rates and, sccordingly, the carrying amounts of such deht
st June 30, 2002 and 2001 approximate fair velue.

Accouming for the Impairment o! Long-Lived Asssts

Wa account for impairment of long-lived #ssets, ather than goodwill and
other indefinita lifa intangiblas, in accordancs with Statement of Finencial
Accounting Standards {"SFAS”) No. 121, "Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed 01" (sas Note 4}, SFAS
No. 121 reguires that long-livad assats be reviewed for impairment whenever
avants ar changes in circumstances indicate that the recorded valuo of the asset
may not be recoverable. We perform such a roview 2t each balence sheet date
whenaver gvems and circumstances have occurred that indicate pessible impair-
mant We consider continued aperating lasses and signifitant and Jong-term
changes in prevailing market conditions to be the primary indicators of potential
impairment. In accordance with SFAS No. 121, we use &n estimata of the future
undiscountad net cash flows of the releted assat ar asset grouping over the
remaining lifa to moasure whather Ihu a5sets aro ra:uvarabla Durmg fiscal ZCOZ
as partof lha expactad Health Vullnv Irevindals manufacmnnn faclhw sala {soa
Note B), we recorded a $3.7-million impairment ‘charga 1o reduce tha Health Valley
plant's manufacturing aSsets to thoir net realizable valua. During fiscal vear 2000,
the Campany wrote-ofl approximately $3.5 miltion of impaired long-lived assets,
The write-off included 51.4 millicn of goodwilt srid $2.1 million of barter credits
related 10 the Company's supplements preducts, which had ezperiéﬁcnd fosses.
Wa detormined that the groduct line had becoma impaired and does nat expaci to
recovar recorded values in the foresseable future, ‘e

Defetred Finanging Costs

Eiigible costs associatad with obtaining debt financing ara capitalized and
amortized aver the relatad term of the appiicable debt instruments, which approx-
imates the effective interest method.

Eamings Per Shara

Wa report basic and diluted earnings par share in accardance with SFAS
No. 128, “Esrnings Per Share” (“SFAS No. 1287), Basi¢ earnings per shere
excludes the ditutive effects of options, warrants and convertible debt Diluted
earnings per share includes only the diltlive effects of cammon stock equivalents
such as stock options and warrants.

;
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The following 1able sets forth the computation of basic and diuted earnings per share pursuant 1o SFAS No. 128,
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;

002 2001 200
Numsrator:
Incoma {loss) befors extraordinery item 8nd cumulative changs in accounting
] principle - numarator for basic and diluted earnings per share $ M § 23,589 $in,409}
] Extraardinery item 1,820}
; Cumuiative change in accounting principle 13,754}
E Netincome {loss} $ L8 $ 22589 ${12.097)
1 Oenominatar {in theusandsk . .
1 Danominator for basic earnings (loss| per share - weighted evarage shares
| outstanding during the periad .60 1304 7,952
Effact of didutive securities (k.
; Stock options 802 1,304
Warrants 182 226
984 1530
1| Danominator for diluted earnings [loss) per share ~ adjusted weighted average shares
] and assumad conversions 3,144 3,544 27,952
E Dasic eamings {loss) par share:
lngeme {loss) before extraordinary item and cumulative change in accounting principle 5 m $ 1 $ (4N
Extreordinary item {07
i Cumulative change in sccounting principle {13}
{ Netintoma (foss) s o T $ N $ 81}
Dilwted ecmings {loss) per share ek .
Incoma {loss) before extraordinary item and cumulative changs in accounting principle 5§+ 03 . 3 68 . 5 |41 .
Extraordinary item ’ o7
Cumulative change in accounting principte {13)
Net income {lozs) I : " AT ! § 2 09; : $ 68 e $ - 161

4, GOGUWILL AND OTHER INTANGIBLE ASSETS

intangibla Assets,” which resuttad in a $8.3 million reduction {54.0 million, net of
tax) In smortizetion expense end 5.13 and §.12 increases in basic end diluted
garnings per share, respectively, SFAS No. 141 provides that ail business com-
binations injtated after June 30, 2001 shall be accoumed for using the purchase
tnethod. In addition, it provides that the cost of an ecquired eatity must be alio-
catad to the assels acquired, including identifisble intangible assets and liabiities
assumed, based an their estimated fair values at the data of acquisition. The
sxcess of cost gver the fair valua of the not assets acquired must be recognized
83 poodwl, SFAS No. 142 provides that goodwill 18 no longer amortized and the
velue of an identifigble intangible 2558t must be amortized over its useful lile
untyss the asset is determined to have an indefinite useful fe. At June 30, 2002,
included intragemarks and othar intanpible sssets on the balance shest. i3
l approximately 58 miltion of intangidle assets deamed to have 2 finite life which
aro being emortizad aver their astimated useful fives, Goedwill must ba testad for
impairment a1 thy beginning of tha fiscal year in which SFAS Neo. 142 is adopted
and a1least annually thereattar, In Bccordance with SFAS No. 142, we have gval-
uated the fair valua ef our reponting units and compared those values to the car-
é rying valuss of thair related goadwill and indeflnits-tife intangible assets, and
hased on such eveluations, no impsimment existed at July 1, 2084 or through June
2002 Tha S6.1 milion pre-1ax raduction of intangible amenization expense recog-
nized dusing the yaar ended June 30, 2002 ropresents the amount of emortization
ot goodwill and indefinite-life intangible assets the! arose from acquisitions prior
toJuly 1, 2001 and are no longar smortized. Amcunts assigned 13 indafinite-ife
intangible assets primearily represent the values of rademarks.

S B Pt Ry — eyt e g w8 - b

“ta) Az ot ;'nuu of the net lazs in 2000, the dikutive offm‘q!-ci};duns and wisrants {0 307egatng 2.3 millian gharas) gre nat showa e the resuhs wauld be sntidiluzive, '
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Tha folioving tabli reflects consclidated results of operations {net of tax  *

. R 1 ' 5 dopti 14} and $ 1
Qur results for the year ended June 30, 2002, include the effect of adop:nnq - eftacu adjusted o3 thoagh the 8 optign of SFAS No. 141 and 342 occurred os o

SFAS No. 141, “Business Combinations.” and SFAS No. 142, “Goodwill and Other '

tne beginning of the yesr anded Juna_GD. 2000.

Year Endad June 30,
¢ 20 2000
Natincoma {loss):
As reported
Gogdwilt and indsfinite-lite intangibles
amortzation, nat of tax $123589 ${17.09M
4,000 3.800
As sdjusted §27.589 $13,297
Basic earnlngs {lass} per common share:
As reported $ 07t § {051
As ddjusted S 084 § (048}
Diluted sarnings {loss) per common share:
As reported S D68 $ {061
As adjustad $ 080 5 {049

The foliowing tebie reflects the components of tradem:2rks and othar
intangible assets es of June X0, 2002 :
&ross

Carrying Acttrmulstsd
Amownt Amortization

Amgrtizad intangible assets:

Licensing costs end other intangibles $ &% s 8
Non-amantized intangible assats:
Trademerks 44,055 5,485

1y
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5. ADOPTION OF EITF CONSENSUS REGARDING SALES INCENTIVES

In May 2000, tha Emerging Issues Task Force {“EITF"} reached » consensus
on Jssue 00-14, “Accounting for Cartain Sales incemtves.” \inder the consensus,
certain sales incantives must ba recognized s a reduction of salas rather than
as an expanse {we included such sales incantives within selling, generel and
adminisrative axpenses). in April 2001, the EITF reached a consensus on [ssue

00-25, “Vandor Statement Characterization of Considoration from & Vendorta o
r Retailer,” which sxpanded upon the types of considarstion psid by vendors 1
retallers which are to be considerad sales incentives and, accordingly, should be
ctassifigd as a reduction of sales rather than as a component of selling, genaral
and administrativa expansas. tn November 2001, the £[TF reached » consensus
on tssue 01-8, “Accounting for Consideration Given by a Veader to a Customer
of a Reseliar of A Vendor's Product,” which provides inlerpretativa guidance to
Issues 00-14 and 00-25. Qur stataments of operations refiect the adoption of thase
ETF consensuses by the classificatien of ¢srtain vendor promotional allowances
#nd other safes incentives as raductions of salas rather than 3 salling expoanses
3 had been the predominant industry and company practice in the past The
5 sales amounts for the 2002 periad is in conformity with those E1TF consensusas,
"

e

s ool g g e . kel

which wars adopted effsctive January 1, 2002, To provide comparabifity, prior
year pariods have been restated by reclassifying promotional aflowances and
other s2les incentivey of $67.2 million and §71.1 million for the fiscal years ended
| June 30, 2000 and 2000, respectivaly, The acoption of these EITF consensuses had
no impact on income of cash flows.

6. AESTRUCTURING AND OTHER NOH-RECURRNG CHARGES
Fiseal 2002

L. L‘lunnu the fourth quarter of fiscal 2002, we recorded charges aggregating
321’..! million, before taxes, related w the expected sale of our Heatth Valley -

’ facmw in lnmndala California (8113 million} and the discontinuance of our
supplemums bysiness (S7.9 million} and Weight Watchers licenses i2.] million).
Approximataty $17.9 milion of these charges are noncash in nature.

Gur Health Valley !sealnty charga includes S7.6 mstﬁnn of rastructuring and
non- recurring charges assdeinted with reducad vatugs of inventorias of raw
ingradiems and packaging, certain leass obligations-and other items. Of this
$7.6 million of charges, our gross profit was reduced by $5.5 million charged to
tost of sales 82 raquirad by accounting rules. In addition, we recorded $3.7 million
of impalrment charges to reduce the Haalth Valley plant’s manufscturing assets
to thels ne! realizable value, At June 30, 2002, we accruod $2.1 million of future
costs associatad with this charge primarily refating to leasa exit costs relating
to incremental costs and contractual obligations and other facility axit costs
expected to b¢ incurrad 8s part of this sale. We enticipate that thars may be
additional cherges of approximetaly $2 million in fiscel 2003 for potantia] severanca
liabilitas and related smployes costs.

Wa nlso discontinuad our supplements husingss a1 Celestisl, ang did not
ranew aur ltense 1o sell certyin Weight Watchers products. In connaction with

these discontinuances, we reccrded charges of $7.9 million reteted to supple-

ments principally for Inventeries, packaging and trade items. D1 this §7.9 million
charge, $8.2 million had the etfact of reducing our gross profit. Tha charge for the
ron-ranswel of the Weight Watchers lcanse emounted ta 52.1 miilion, grincipatly
for inventories, peckaging and trade tems, of which §.7 million reduced our
gross profit. At Juna 30, 2002, we accrued $3.1 and §1.2 million for future costs
associated with the Celastial supplembnts and Welght Watchers license discon-
tinuance, respactively. These futyre costs prmarily ralate to sales raturns resull-
ing from the discantinuance notification, other trade incentives, smployse
saverance Costs and othes items.

T —wr ALt TRk S 00 e il

At June 30, 2002, our balanca sheet includas the above-described sggregate
of $5.4 million of accrusd restructuring and non-recurring cherges, substantally
alt of which is expected ta be paid dusing 2003,

Fiscal 2000

During the fourth quarter of fiscal 2000, we spproved a plan to streamline
and restructure centein non-core businasses and cansolidate warehouses and
Information systems within our distribution and nperating netwark which resutted
in 8 pre-tax chargs of 3.7 miliion. In addition, in the first quarter of fiscal 2000, we
sntered into & setjgment agreement relared o 8 shareholder Iawsurt resulnngln
& one-time pre-tax cherga of SL2 millich.

The componants of the $3.7 million restructuring charge are a5 foflows:

el

Wrise-downs ot proparty, plant and

eguipmert and other assets $19%
Lense exit costs 1,153
Severance and retatad bendfits 8
ther non-core business costs 338
$3.78

————a 1

At June 30, 2000, there was approximately $1.7 million of future costs
soerued which ware associated with this restructuring charge: no such acerus!
remains st June 30, 2002,

Tha write-down of property, plant and equipment and others assets related
principatly te machinery, equipment and computer hardware and softwars within -~ |
certain of our distribution facilities and corparate offices, as well as other equip-
ment and assets related (o the restructuring of a certain non-core business,

Leass exit costs of approximately 51.2 million redate to incremental costs and
contractual obligations for items suth as leasehotd 1eminaticn payments Inet of
m:mned nomed ‘sub rentals) und mhurfacllnv exit Costs expectad to be: .
incurred 8s » direct resuu of this plan T T ST

In addmon. during the first quarter of fiscal 2000, Culesual decided 10 cease % :

production of its Su-cuun! supplements procuct line and facus it efforts on its i 1

B0-count product line. In conjunction with the. nlscnrmnuancn of the 30-count
products, Celestial decidud te affer a ratumn prugurn to s customars. ‘Accordingly, [
Colestinl ravarsed salas [S5. million} and recorded additianat cast of sales
{$4.0 enillion) for the estimatad 30-count products still with customers and an
wstimated wina-down of invemiory on hand &nd expected wo be returned. Kl
In the fourth quarter of fiscal 2000, we were raquired to arovide additional
amounts for sales returns and inventory write-offs {totafing §.9 million) related 1o
the previously announced declsion to cease production of the 30-count products.
Morecvar, we providad centein reserves retated to expected returns of our
B0-count supplament products, totaling §1.8 mifiion, primarily related to the receipt
of retumn notification from certsin customers snd prevailing markat canditions i
affecting the supplements industry.,

7. SURULATIVE CHANGE IN ACCOUNTING PRINCIPLE

In April 1988, the American Instiuie of Certitied Public Accountans issued
Statement of Position 98-5, "Reporting Costs of Start-up Activities” {"SQP 98-57).
S0P 98-5 was edopted by us effective July 1, 1999, and required start-up ¢os1s
capitalized prior to such date to be written-off as & cumulative affect of an
accounting.change as of July 1, 1999, and any future stast-up costs to be
expensad 88 inturred. Start-up activities are defined broadly 8s those ane-time
setivitiss related 10 introducing & ngw product or servigs, conducting business in
» new temitory, conducting busingss with 8 new class of customer or commenc-
ing soma new Gperations. n accordance with SOP 88-5, we recorded 2 one-time
non-cash charge inthe first quarter of fiscal 2000 reflecting the cumulative effect
of # changa in accounting princip'e, in the amount of £3.8 million, net of tax bene-
fit, representing stan-up costs capitalized as of the beginning of fiscel vear 2000.

—
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ACQUISTTIORS

In Becember 2001, we acquired 100% of the stock of privatety-held Lima, N.V.
{“Lima"}, 8 leading Belgian manutacturar and marketer of natural and organic
foods. Wa consummated this stretegic Eurcpean acquishtion to provide us with
8 diversified natural and organic 1008 products manufacturer and distributor that
is similar 1 our manufacturing and distribution {types of foad products) hare in
the United States. The aggregate purchass price, including acquisition costs,
amounted to approximatsly $20 millian, The purchase prica paid was hased on
a multiple of future opersting incame Lima will generate with the intagration of
certain business processes and introduction of existing Hain products into
Europe, utilizing Lima's distribution network. The purchese price was paid by
$15.6 miliion is casn and the issvance of 205,128 shares of aur comman stock
valved st $4.4 million. The value assigned to the common stock was determined
based on tha averaga market pricé of our common stock over the pericd including
three days before and after tha terms of the acquisition wers rgraed ta and
anngunced. The eggregata purchasa price paid over the net assets acquired
amounted to approximataly $15.8 million lincluded i goadwiil, and currantty net
1% deductible). Wi are in the procass of finalizing our purchase price allocation,
and hava estimated that based on an independent valuation analysis, most of
tha gxcess cost ovar net assets acquired will be goodwill Bnd trademarks, which
wilf not amortize under SFAS No. 142 The remaining valuation analysis requiring
completion is appraisal of propenty, plant and squipment. We expect this analysis
to be complated by the second quantar of fiscal 2003.

The follgwing teble summarizes the estimated fair vaiues of assets scquired
and Fiabilities assumed at the date of Aequisition,

. Qec. 1D,

Current assets ] ... $6I10
. Proparty, plant end equipment and -~ oA .
__otherlong-term assets . 3990°
Totalassets. L s 0760
Liabilities and debt instruments atsumed . 6,360
Net assets acquirad § 4,400
et

The above purchase price excludes the amount of contingency payments wo
ara obligated to pay the formar owner of Lima. The contingency payments ere
based on the achievemem by Lima of certain financial targets over the 2.5 years
following the date of acquisition, Such payments will be charged to goodwill i
and whea paid.

On Juna B, 2001, we acquirad privately-held Yves Veggie Cuisine, Inc.
{"Yvas} & Vancouver, British Columbia based company. Yves is a leading North
American manufacturer, distributor and marketar af say protein meat siernative
products. Tha aggregats purchese price, intfuding acquisition costs, amounted
to approaimately $34 million excluding the assumption of debt and capita! leases
of 2pproximately $3 millian. The purchase Price was paid by approximately
$32.5 million in cash and §1.5 millian worth of comman stock (61,500 shares).

Tha aggregate purchese price paid over the net assets acquired amounted to
approximately $31.5 miftion.

On Jenvary 18, 2007, we acquired privately hald Fruit Chips BV, {"Fruit
Chips™) @ Netherlands based company, whith we subsequently renamad as

. Terra Chips B.V. Terra Chips B.V. ts & manufacturer and distributor of low (a1 fruit,

vegetabla and potato chips selling to European markats. The aggrepate purchase
price paid, including transaction costs was approximately $3.8 million consisting
of both cash and stoci. The aggregate purchase price paid over the nat assets
acquired was aparaximataly $6.2 milkon.

Unzudited pro forma results of cperations tor the \}ears ended June 30, 2002
and 2001 reflacting the ahove acquisitions es if they cccurred st the beginning of
each year wauld not be materialiy different than tha actual results for those years.

GROUP

..raspectively. - ;
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The sbove acquisitions have beesn accounted for a3 purchases and, thera-
fore, operating results of the acquired businesses have been included in the
accompanying financial statements from the dates of acquisition.

3. INVENTORIZS

tnventorias consist of the following at June 3%

o] n
Finishad goods $35,158 $288%
_Raw materials, work-in-procass
and packaging 18,466 19,860
$53.624 $49,593
10. PROPERTY, PLANT AND EQUIPMENT
Property, plant and squipment consist of the following at Juns 30:
00 xn
Land $ 6,852 § 6873
8uildings 2nd improvements 25,597 13611
Mackinery and equipment 45,360 12,851
Fumniture end fixtures 2,648 2,505
Leasehald improvements 6,209 6818
Construction in progress 5,258 2863
Heaith Valley plant assats held for sale 4,769
3 . Coed 4883 81,231
Less; - ‘
Accumulated depreciation and amortization 23,059 25,551
$69,774 $55,780
In¢luded within m;chinery and oquipment ere assets held under capital - =

inases with net baok vélues ot Juré 30, 2002 and 2001 of $2 mitfion and §3 miion, |

11, LONG-TZRMODERT - T
Long-term debt &t June 30 consists ¢f the following: ~

e 2001
Senior Revolving Credit Facilities
payable tg banks § 4400 $ 4,400
Capital leases cn machinery and equipmant
and other dabt instruments 216 28N
Economic Development Ravenue Bonds
due in monthly instaliments through
November 1, 2009; interest peyable
monthly at variable rates 4,608 5.067
Mortgage lvan 1451
nIu 13,59¢
Current pertion 1431 2,881
310,293 sione
Credit Facilities

On May 18,1939, in connection with the acquisition of Natural Nutrition
Group {"NNG"), we srrenged for a $160 million senior Secured loan facility
|“Faciity™), that provided for & $30 million credit facitity and $130 million pf term
loans. The Facility was used t complete the acquisition of NNG, refinance then
existing debt and provide for ongoing working capital needs. Interest cales an the
Facitity, which were computed using either tha bank’s base raia, as defingd, or
LIBOR, at the Company's opton, ranged from 8.5% 10 9.5% and averaged 8.3%
during fiscal 2000.

In Jung 2000, using the procesds received from tha sala of common stock to
Heinz {see Note 131, all amounts then outstanding under tha Facility vera prepaid
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and the Facility was terminated. As a resuly, we incurred an extraordinary charge
in connection with this early extinguishment of debt of approximately $1.9 million
{net of tax bensdit of approximataly $1.2 million} for the write-off of related
unamortized deferrsd linsncing costs.

tn March 2001, we entered into a new 3240 millien Credit Facility {the "Credit
Facility"}, which provides us with a $145 miltion revolving credit facility through
March 28, 2005 and a $95 million 364-day fecility through March 28, 2003. The
Gredit Facility is unsecured, but guarantesd by all af our currant and futura direct
and indirect domestic subsidiaries. We ara required to comply with customery
atfirmative and negative covenants for fatilities of this nature. Revolving credit
{oans under this fazility bear interest at » base rate (greater ol the apphcable
primo rate o Federal Funds Rate plus applicabls margin) or, at gur gption, the
reserva adjustad LiBOR rate plus an applicable margin. As of June 30, 2002
and 2001, $4.4 milfion was borrowed undar the Cred?t Facility st 3.0625% and
5.34%, respactively.

OaApital i.eaias. a:;\.*; Other Delx lastrumenty

Capital leases on machinery &nd equipman? of $1.8 million baar interest
ranging from 7.25% to 10% and arg due in monthly installments through Juty 2006,
Other debt instruments includa $.8 million assumed with dusiness acquired.

The sggregate minimum future lease payments for sll capitel leases at
June 30, 2002 are as foltows:

003 8 )
2004 : 761 C

2005 .. 3 .
7006 167 "
2007 3

$ 1828

Economic Devajapment Bonds .- !

Bun&wings fetated 1o Economic Davetopment Aevenue Bonds (the “Bonds”)
beas interest at s variable rate {1.75% 8t June 30, 2002) and are securad by 8
letter of cradit. The Bonds mature November 1, 2009. The Bends can be tandered
mu'mhlv to the Bond trustes at face value plus accruad interest, with payment
for tendered Bonds made from drawdawns under » letter of credit Facility which
expires Ncvember 2002,

(Wortgage Loax

As part of the Yves acquisition on June 8, 2001, the Company assumed a
morigage loan on the land and buiding occupiad by Yves, The mortgage loan of
£1,46) was repayable in monthly installments, including principal with interest at

165% (fioating at Govarnment of Canada five-year bond rates plus 1.5%) with a

as follows:

Reconciliatians of expected income taxes atthe U.S. faderal statutory rate to the Company's provision for income texes for the yaars ended June 30 ere

final payment of $1.4 mitlion which was due and paid by us on April 1, 2002.
Matusities of a!l debt instruments at June 30, 2002, are as follows:

2003 § 143
2004 1,526
2005 1,040
2005 5,324
2007 763
Thareahter . 1,640

$11,74
=

interest paid fwiiich approximates the relsted expanse} during the yea:s
ended June 30, 2002, 2001 and 2000 artounted to $893, $412 and 57,224 respectively.

12. INCOME TAXES

Tha provision lor income taxes for the years ended June 30, 2002, 2001 and
2060 is presented below. The table sxcludes the tax benefils applicable ta the
extraordinary charges end the cumulative change in accounting principle in 2000.

x02 20 X000
Current
Fodera} S (1) S 845 $2615
Stats {15} 1,480 139
Foraign 2214 155
2,069 - 9,781 3,004
Deferred Fedoral and State ’ 237 7301 . 896
- 3 1,832 517,082 $3,900

Total *

Oeterred incame taxes reffect the net tax effects of temparary differences
bewwaen the carrying amount ¢t ss3ets and Rabflitigs for financial reperting
puruos'éa'nnd lh_il a_'ﬁounts used {or ircome 1ax purposes.

Components uf-’ﬂur daterrad tax asset/lliability} as-of Juna 30 are as follews:

163
iy .

. : Coow L hoEm o
Current deferred taxassets: s e -
Basis di!fargnce on inventory ¢ § 1863 S o
Allowance for doubtful sccounts - T ns
Net operating loss cerrycvers 1,331 1,552
Aesarvas not currently deductible 3945 783
Current deferred tax assats 1,20 3740
Nencurrent deferred tax assets/lliabilities):
Oiffsrente in amartization 1.5} 18,759}
Basis differance an proparty and equipment 13,504} (2,407)
Nat cperating lass carryovers 132
Noncurrant deferred tax assets/{Rabilitias), nat (11,100 17,354}
§138m) 5 [4114)

2002 % 201 % 2060 %

Expacted U.5. faderai income tax at k{
statutory rate § 160 0% $14,235 350% $(2,628) 35.0%

State incoma taxas, net of feceral benafit 148) 1.8} 1,848 4.8 569 {7.8) i
Goodwill amertization 1,535 38 1,576 {(21.0] #
Morpar reiated expensas 4554 {620
Contributions (610} a1 i
Ferelgn income ot different rates 717 57 !
QOther {BG) (1.7 1837} (1.8} 337 (4.5

Provision for incame taxes

$12.082 $ 3,900
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Incoms taxes (refunded} pald during the years ended June 30, 2002, 2001 and
2000 amountad to ${5.1) millien, $8.1 million and $4.9 million, respectivaly.

At Juna 30, 2002, we had net gperating loss carrytorwards ("NOLS") of
approximataly $3.4 million which wara 8cquired in pravious yeers. These NOUs
begin expiring in fiscal 2010. Under U.S. income tax regulations, tha utilization of
the NOLUs is subject to annyal limitations as a result of the chenges in contro! of
the scquired entities, as well as imitations ragarding the use of the NOUs ageinst
income other than that garmed by the acquired business {referred to 8 “SALY™
Iimitations). Despite thase restrictions. as o result of new regulations issuad by
tha Internal Revenyua Service affective June 25, 1933, which had the effect of
relaxing the SALY limitatians, we expect to fully utitize alt of the azquired NOLs
grior to expiration and, therefore, has not provided a velyation allowance an the
refated tax assets. Tha impact of the change in tha 1ax regulations hes been
included in the application of purchase accounting for the business acquired.

13 STOCKHOLDERS  EQUITY
Commen Stock

in September 1933, we entared imo a global strategic alliance with Heinz
retated to the production and distribution of natusal preducts domesticslly and
internationally, and purchased from Heinz the trademarks of i3 Earth’s Best baby
fond fine of products. In cennection with the alfiance, wa issued 2,837,343 shares
{the “Investment Sharas ") of dur common stock, par value $.01 per share (the
"Common Stock™] 1o a whelly-owned subsidiary of Heinz {the "Hainz Subsmhary )

"for an aggregate purchese price of 5324 million,under & Securities Purchsse
_Agreament dated Septambar 24, 1939 batween Hain and the Heinz Subsidiary.

Wa used §75 million of the praceeds to reduce borrowings under our then cradit
facility. The remainder of the pro:'eeds weere used (o pay transaction costs and for
general warking capitakpurposes.. In consnderannn for the trademarks, we paid a .

combination of $4.6 million in cash and 570,234 shares ¢f Common Stock, valued at’
i 51? 4 million {the "Acquisition Shms “and toguther with the Investmant Sharas, ,

lhn “Shares”]. Thig purchase, Agregment tgrminated  licensa lgreemamdated

. Aprll 1, 199% betv/een Hlln nnd Hmnz uder which we war grented excluswe sale

and distributian nqhts of Earth’ sﬂes: baby foad pmdum inte the Urited Statas
retail grocery end naterol food channel. In connection with the issuante of the
Shares, Hain and the Heinz Subsidiary entered into an investor's Agraement dated
September 24, 1999 1hat set forth.cantain restrictions and obligations of Hain and
tha Heinz Subsidisry and its affiliates relating to the Shares, including restictions
and gtligations relating to {1} the agpolntment by Hain of ore member to its Board
of Directors nominated by the Hain and the Heinz Subsidiary and one mamber
nominated by tha Heinz Subsidiary, (2} en 18-month standstill period iwhich
expired in March 2001) during which the Heinz Subsidiary end its affillates could
not purchase or sell sharas of Hain Commen Stock, subject to certain exceptions,
13) & right of first offer granted to us by Heinz and its affiliates ugon the sale of
Shares by the Hoeinz Subsidiary and lis affiliates following the standstll period,
14) preesmptive righis granied to the Heinz Subsidiary and its effilistes releting to
the future Issusnce by Hain of sharas cf capital stock, and (5} confidentality.
Included as part of the alliance was a provision that tha Hglnz Subsidiary
would have the aresmptive fight to purchase additional equity in Hain to maintain
its investmant level ot 19.5% of the outstending stock of Hain. Tha Heinz

- Subsidiary investmant Jevel was diluted following the acquisition by Hain of

Colastial on May 30, 2000. Under the terms of the agraement, on June 20, 2000,
we issued 2,582,774 shares of its common stock, par valus S.01 per share to the
Heinz Subsidiary for an aggregate purchase price of spproximately §79.7 million.
We used approximatety $44 million of thess proceeds 12 prepay all cutstanding
borrowings under our then credit facitity. Tha remainder of the funds were vsad
for working capital.

In addition, Hain and the Heing Subsidiary entered into 8 Registration Rights
Agresment dated Saptembar 24, 1939, thet provides the Heinz Subsidiary and its
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affiliates customary ragistration rights relating to the Shergs, including two
demeand registration rights and “piggy-back® registration rights.

On May 30, 2000, Hain's stockholders approved an intrease to the number of
suthorizad sharas of the Company’s common stack from 40 milfion to 100 million,

As part of the Yves and Fruit Chips acquisiions consummated during fiscal
2001, 185,330 common shares were issued to the sallers, valued at approximetely
§5.6 mifllon in tha aggrejate.

As part of the Lima acguisition consummated during fiscal 2002, 205,128
common sharas were issued to the sellars, valued at approximately $4.8 million,

Preforred Stock

\Wa ora suthorized to issue "blank cheek” prafamed stack {up to 5 million
shares) with such designations, rights and prafersnces as may be determined
from time to ime By the Board of Diractors, Accordingly, the Baard of Direcwors is
ampowered W issua, withaut stockhalder approval, preferred stock with dividends,
liquidation, conversion, voting, or other rights which could decrease the amaunt
of eamings and assets availabie for distribution to holders of gur Cemmon Stack.
As at June 30, 2002 end 2001, no prefarred stock was issued o7 outstanding.

Wamants

Since fiscal 1997, we issued a taral of 300,000 warrants in connection with
services rendered by third party consultants at priges ranging from $4.13 10 $10.00
per shara. 250,000 of these warrants weare axercised during fiscel 2000, resulting
in proceads of $1.6 million: In gccordznce with the then existing term losn facility,
50% of the proceads wara used to pay down the T2rm loan with the remainder .
ued for working capital purposes. In fiscal 2001, the remaining 50,000 warrents
were exercised via a cashless exercise resufting in the issuance nf35 B53 shares.

In cannection withi an agqmsmon in 1997, we 1:suud WBIrants to Argns',-
Inyestment Corp. {* Al;}usy ito acquire 100 000 sharesof puf commog stocll non,
exarcise price of 312.588 In ﬁscal 2002, Argnsy exarclssd no wafra?ls n nscal
2003, Argosy uxarmsnd:zsﬁas of these warrants, resumng in pmceedsol'sa million.

in fiscal years 2001 and 2000, Argosy exercised warrnnts prawouslv ursnuad in -
1994 1o scquire 104,100 snd 95,853, respectivaly, of our: cummup stack Bt 8 exer-
cise price of §3.25, At Juna 30, 2002, 322,784 warrants remain avajlable for uxergin. ,
14. STOCX OPTION PLANS
Hain

tn Dacamber 1934, we adoptad the 1534 Long-Term Incentive and Stack
Award Plan, which smanded and restated our 1993 stock aption plan. On
Dacembar 8, 1987, the stockholders of Haln approved an amendment to increase
the number of sheres issuabla under the 1994 Long Term Incentive and Stack
Award Ptan by 345,000 to 1,200,000 shares. in Decambar 1998, the plan was fur.
thar smanded 10 intraase the numbaer of shares issuable by 1,200,000 bringing the
tote} shares issuable under this plan to 2,480,000, In December 1999, the plan wes
further amended to increase the number of shares issuable by 1,000,000 bringing
the total shares issuable under this plan to 3,400,000, tn May 2000, the plan was
turther smended to increasa the numbar of shares issvable by 3,000,000 bringing
the total shares issuabie under this plan to 6,400,000. The plan provides for the
granting of incentive stock options to employees, directors and consultants to
purchase shares of our common stock. Ali of tha options granted o date undar
the plan have been incentive and non-qualified stock aptions providing for exer-
cise pricas aquivalant to the fair market price at dgta of grant, and expire 10 years
after date of grant. Vesting terms ars determinad at the discretion of the com-
pany. During 2000, optians to purchasa 372,550 shares were granted st pricas
from $21.188 to $33.50 per share. During 2001, options to purchase 1,352850
shares ware granted at prices ranging fram $27.125 to $36.6875 per share. Quring
2002, options to purchase 1,588,300 shares were granted 8t prices ranging from
$15.42 10 $22.72 per share. At June 30, 2002, 838,025 options were avaitable for
grant ynder this plan.
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Qur Chisf Executive Officer ["CEQ”) was granted options to purchase 125,000
shares of common stock at $4.8125 par share pn the date of grant (June 30, 1397}
pending approval of aninceease in the number of sharas avsitable for grant
(approved by sharehoidars on December 9, 1997). We incur & straight line non-
cash compansation charge {$48 ennually) over the 10-year vesting period based
on the excess (5.5 million} of the market valug of the stock options [S8.50 per
shars} on Dacembar 8, 1997 over the $4.8125 par share market value on the date
of grany.

in December 1395, we sdopted & Directors Stock Option Plan, The plan
grovides tor the granting of stock aptions to non-emeloyes dicgctors to purchase

the plan was smended to increase the number of shares issuable trom 300,000 to
$00,000. In Decembar 1999, the pian was amended ta increase the number of
shares issuable by 250,000, bringing the total shares issuabls under this plan to
150,00, During 2000, optians for an aggregata of 103,500 shares were granted at
prices of $23.25 and $26.063 per share. In December 2000, options for ap aggre-
gate of 185,000 shares wera granted at prices ranging from S2.75 10 $32.125 per
shares. The remaining &vailable shares in this plan have been canceled and no
tuture grants ere available on this plan effective January 2001,

In May 2000, we adopted 8 new Directors Stock Option Plan. The plan
provides for the geenting of stock options to non-employee directors to purchase
up to an aggregate cf 750,000 shares of our common stock. At June 30, 2001, no
options were grantec under this plan. Dunng 2002, aptions fos an aggregate of
255,000 shares were granted at prices ranging from $20.01 to $25.44 per shere.

\Wa also have a 1933 Executive Stock Dption Plan pursuant to which we
granted our CEQ optians to #cquire 500,300 tharas of our common stock. These
options are fully vested and exercisable. The exarcisa price of options designed
to qualily as Incentive options is S3,58 per share and the exsrcise price of non-
qualified options is 53.25 per share: :During fiscal 2001, options 16 purchase B51000°
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_ Celastial

In connection with the Margar with Celestiat, all omstending Celestial dptions
bacame fully vested as of May 30, 2000. Al amounts have been rastated to reflect
the conversion of the Celestial stock to Hain stock st a ratio of 1.265:3,

In 1991, Celestial grantad options to an executive officer of Cetestiaito -
purchasa 241,944 shares of common stock in connection with capital contributions
made by the officer and cerntain other zgreements. Such options were immediately
vastad atthe grant date, ere exercisable et & weighted average price per shara of
$3.90 and expire in 2031.

During 1933, Celostia! sdopted an incentive and non-qualified stock aption
plan that provided for the granting of awards for up to 331,430 shares of Celestials
commen stock. Cptions granted at the time of Celestinls initial public cffering in
1997 vested over one-year and five-yenr periods. Qptions granted subsegquent ta
Celastial's inftial public offering generally vested over a fiva-year period, Options
expire tan ypars from the grant date.

I 1993, Celestial grantad options o purchase 25,300 sharas of Calestial com-
mon stock to & director of Celestial, The options vested over a thres-year period
and expire 1en years trom the grant date, During fiscal 2001, all of these options
were exercised.

In 1995, Celestial adopted 8 non-Qualified stock aption plan for non-employes
directors, The plan provices for up to 189,750 shares of Celestial’s common stock
for issuance upon exercise of options grantad 1o nor-employee directors and
infieu ¢f meetnQ fees paid to non-employee diractors. The options vest over &
ona-year panicd and expire tan years from the grant date, During 1998, Calestial
amended this plan to provide each non-amployee director aninttial grant of an
option to purchase 12,650 shares and 2n #nnual grant, commencing in 1939, of an

upto an aggregate of 300,000 shares of our common stock, In Qecembar 1998,

shares were exarcised. No exnr:lses ware made duting llxcalimz Thasa R .',
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option 1o purchase 5,060 shares. Effective May 30, 2000, no further grants are
available under this plan.

In 1997, Celestial granted options 10 an executive officer of Celestial 10
purchase 417,450 shares of Celastials common stock. The options were grantad
in egnnection with the officer's employment agreament, initially vested over a
five-yaar period, are exercisable st $5.70 per share and expire ten years from the
grant dste. During 2001, all of these options were exercised.

Employee Stock Purchase Pien

Under Celestial's Employee Stock Purchase Plan, Catastial was authorizad to
issue up to 66,286 shares of common stock 1o its fulk-time employees, naarly ol of
whom were eligibla to participate. Under the terms of the plan, employees cauld
choose each year to have up to 10% cf their snnual besa earnings withheld to
purchase Celestials commen stogk. The purchase price of tha stock was egqual to
85 percen: of the lawer of the market price at the beginning o7 end of sach six
month participation period. Approximately 30 percent of efigible Celestia! employ-
ess participated in the plan. Under the plan, Celestal sold approximately 5,000
shares tor the year anded June 30, 2002, 5300 shares for the year anded Juns 33,
2091 and 18,000 shares for the year ended Juna 30, 2000, As of Dacamber 31, 2001,
this plan was terminated.

Accounting For Stock lssusd to Employaas

We have alectad to follow APB Dpinien Ne. 25, "Accounting tor Stock tssued
to Employses” {"APB 25°} and related Interpretations, in accaunting for stock
ofitions bacausa, #s discussed below, the alternative fair value accounting
provided for under Statement ot Financial Accounting Standards No. 123,
“Accounting far Stack-Besed Compansation” {"SFAS No. 123°), requiras use of
splion valuation muuels that were not developed for yse in valumg emplowe
stock options. Under APB 25, when the exercise price of our lmprayea stock
opitibns at least equals the morkat price of the underlying stock on thl date u!
grant 1o compensatipn expense.is racognized.

" Pro«farma mfofrnlutmn rngardmg net ligss) income angd nsttlo:s} income plr
shara is required by FAS No, 123, and has been determined a5 if we have
sccounted for our stack options under the fair ualul thathad of that Statamant.
The tair valyg tor these options was estimated at the date of grant using a Black-
Shotes option pricing mode! with the following weighted-average assumptions:
risk free intarest ratns ranging from 4% to 6,77%: no ¢vidend yield; volatiity
tactors of the expectad market price of our comman stock of appraximazely 93%
for fiscal 2002 and 2001 end 80% for fiscal 2000; and a waightad-average expected
fita of the options of five years in each year.

Tha Black-Sholas option velustion model was developad for use in estimating
the fair value of raded cptions which hava no vesting rastrictions ang are fully
rransterable. In addition, option valuation models requira the inpus of highly sub-
jective assumpticns including the expected stock price volatility, Because our
stock options have charsctecistics significantly difterent from those of traded
options, and becavsa changes in the subjective input assumptions can materially
effect the fzir valye astimate, in managemant’s opinion, the #xisting models do not
necessarlly provida a rellable single measura of the tair value of our amployes
stock options.

For purpases of pro forma disclosures, the estimated fair valye of the options -

s amortized (o expense over the options’ vesting periods. Qur pro forma informa-
tign Is as follows:

2002 on 2000

Pro forma net (loss) ingome $112,194) § 8515 $(23,03)
Pro forms diluted net {foss} incoms

per share $ (3 § &5 § (82)

I
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A summary our $1o¢k option plans’ activity lor the threw years snded Juna 30, 2002 follows:
2002

Waighted Weighted
Anngs Average
Exercise Exarciss

Cptions

Price Options Price Options

Dutstanding at beginning of yaar 4,240,741
Grantad 1,943,900
Exercised (94,341)
Terminated [66.817)

s18.01 3.897.106 siIzH 4,076,088
19.70 1,537,850 2158 £32.10
812 {1,285,465) 10.16 {584,440}
nn (26,750} 2012 (121,252

Dutstanding at end of year R §,023383

$14.12 U074 - - S1BOY- 0 3897108

Exarcisable at end of year 4,482,182

518.14 34419 $16.47 3,553,564

Wheighted average fair vaius of
options grantad during year $14.13

520.24 $15.23

" o8 follows:
L

The tollowing table summarizes information for stack cptions outstanding st Juae 30, 2002:

Options Qutstanding

Opions Exurcisable

Walghted
Optians Avelage Welghwd
Rapge of Ouistandicg Remalning Averags
Exsrclse acl Conuactusl Exarclss
Prices 06/30/2002 Lite Price

Dptiens Walghted

Exsrcisably Averape

[y Exercizs
SE/N/NM Prica

{In years)
§2.9¢ - $4.83 938,144 : 86 . $185
4841543 50553 .80 . 12w,
15.44 - 18.32 . 1,759.767 . . BD 17.65
18.35 - 2.01 895,180 %] €49
2201 - 2568 520,780 . 13 285
2569 - 29.35 1,356,659 8.1 6.81

3% 3301 221,800 ' B3 80

33.02-38.38 o a5 T80 ) 35537 .

938,144 $ 385
157953 10.54
BGRET . . 12
80sa7 - 2042
upser 223
1088474 26,73
M 1111

.~ 3551,

6023383 7 "7 B0 N

"$18.14

Shares of Common Siack raserved for future issuance s of Jung 30, 2002 are

'

Stack options 7,151,808
Warrents 396,098
Corvertible promissory notss <4656
1562562

S

15; LEASES

Qur corporate headguartars are located in approximataly 35,000 squara teet
of leased office space in Mebvilla, New York, under a [2ase which expires in
Decembar 2012. In addition, the Company leases manutacturing and warehouse
space under Joases which expira through fiscal 2002, These lgases provide for
»0ditona) payments of resh estate taxes and other opersting sxpenses over a
base period amount.

Tha aggregate minimum futurs laase payments lar these oporating leases at
June 30, 2002, excluding the Haalth Valley Irwindale Plant {laase commiments of
§753 in 2003 and 5754 in 2004} are as follows:

2003 $ 3419
2004 23N
2005 2617
2006 2,142
2007 2788
Thereafter 8,300

§ 22,843

Rent expense charged to operations for the years snded Juns 30, 2002, 2001
and 2000 was approximately 83,803, 53,442 and $3,217, raspactively.

18, SEGMENT mronm\_miﬁ TS

Qur company is angaged in one Business segmant; the menufacturing, distr-
butivn and mariating of natural and organic food and bieverags products, We
defina business segments as components of an srterprise shout which separate
financial information is availatle that is evaluated on a regular basis by 8 chiet
operating decision maker or group.

Gutside the United Statas, wa primarily conduct husiness in Cenads and
Europe. We have grouped Canada and Europe together as “other” because thay
are individuatly not significant enough to warcant saparate geographic discicsure.
During fiseal yoers 2001 and 2000, seles 1o unaifiliated customers outside the
United States made up lass than 5% of total nat selfes.

Selectad Jnformation related to our operations by geagraphic area are as
follows for 20022

United
Stetes Other

Net sales 339240 §58,611
{Loss) Eatnings before income texes (3n 5537
Long-lived assats 248.198 56,101

17. DEFINED CONTRIBUTION PLANS

We have a 401(k} Employee Ratrement Plan ("Plan") to provide retirement
benefits for eligible employees. All full-tima employees of Hain and our domastic
subsidisries who have attained the age of 21 arp efigible to participata upon
completion of 30 days of service. The subsidiary Yves Veggie Cuisina has its own
suparate Ragisisred Aztirement Employes Savings Plan or those amployees
residing in Canada. Employees of Yves who meat eligibility requiremants may
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participate in that plan. On an annual basis, wa may, in our sale discration, make
cenain matching contributions. For the years ended June 30, 2002, 2001 and 2000,
we made contrbutions 10 the Plan of $372, $614 and $454, respactively.

13, RECEMTLY ISSUED ACCCUNTING FRONDUNCEMINTS
Accounting for the Impairment or Disposal of Long-Lived Assets

in October 2001, tha Financial Accounting Standards Board issued SFAS
No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assats” {"SFAS
No. 144"}, SFAS No. 144 supersedes SFAS No. 12, “Accounting for the impairmant
of Long-Lived Assets to be Disposed 01°; howaevar, it retains fundamental provi-
sions related to the recopnition and measurement of the impairment of long-fved
assets Lo be “held and used.” In addition, SFAS No. 144 provides more Quidance
on estimating cash flows when performing a racovarability test, raquires that 2
long-tived assets group to be disposed of other than by safe {e.., abandoned) be
classified as “held end used” untd disposed of, and establishes more restrictive
critaris regarding classification of an ssset group &3 “held for saln”

SFAS No. 184 alsc sipersades the accounting and reporting provisions of
Accounting Principfes Board Gpinion No. 30, “Reporting the Results of Operations”™
{"APB 30"}, for the disposal of & segment of a business, and extends the reporting
of a discontinued operstion to a "componert of an entity” Further, SFAS No, 144
raquires operating losses from a “component of sn antity" to be racognized in the
paried in which they eccur rether than as of the measuremant oats as previously
required by APB 30,

'R SFAS No. 144 is effectiva for years beginning after Decomber 15, 2001 {our

fiycal year 2003), Transition is prospectiva for committed disposal sctivitias that

are initiated & fter aur inital apﬁli:adun of the statement. SFAS No. 144 alsq pro-

vidas ransition provisions for assets "held for saie” that were initiafly recorded

| undar previous mocels and do not meat the new “held for sale” critarie within
one year of the initial application of thu‘:'falamlem. L.

* Accounting for Costy-Associsted with Exit or Dispesal Activity

SFAS No. 146, "Accounting far Costs Asscciated with Exit or Disposal
Activitins,-addressas financis! accounting and reparting for costs associated
[ with axit or disposal activities and aullifies E/TF Issun Np. 94-3, “Liability
i Racagnition for Cantain Employee Termination Benafits and other Costs to Exit
1 an Activity [including Certain Costs lncurred in a Restructuringl.” The principsi
differance betwean SFAS No. 146 and Is5us 54-3 refates 1o SFAS No. 146's
requiremants for recognition of o Nability for 8 cost associated with an exit or
disposal activity. SFAS No. 146 requiras that a liahility for a cost associated with
an exit or disposal activity be racognized when the liability is incurrad. Under
Issue 94-3, 8 iiability for an exit cost as ganarally defined in [ssue 94-3 was recog-
nized ot ihe date of an entity’s commitment 10 an exil plan. Therpiore, the SFAS
No. 148 gliminates the defirizon and reguiremems for recognition of exit costs in
Issue 34-3, SFAS Na. 148 also establishes that fair value is tha objective for initial
{  measuremant of the fiability. The provisions of SFAS No. 146 are etfeciive for exit
(| o disposal scthivities that we may initiate aftar December 31, 2002

1, LITIGATION

e 58

Fram tima 1o time, the Company is involvad in litigation, incidentai to the con-
duct of its business. In the opinion of management, disposition of pending Iftiga-
K tion will not have a material adversa effect on the Company’s business, results of
aparstions or financial conditien,

a

|




Tueg HAIN

Birectars, Dificars And Sorporate Data

BOARD OF DIRELTORS

IRWIN D. SIMOM
Chairman of the Board, Presidunt
& Chisf Executive Ofticer

MICHAEL J. BERTASSO
Prasidant - Heing AsiafPacilic

BETH L BRONNER

- President - LERA Realty Corp.

JACK FUTTERMAN»
Rutired Chairman & Chisf Exacutive
{fficer = Pathmark Stares, Inc.

DANMIEL R. GLICKMAN=

Director, Instita of Politcs

John F. Xennedy School of Govenment -
Harvard University

JAMES §, GOLO*
Managing Director —
Latard Frores & Co. (LT

MARINA HAHN'

Exwcutive Vice Prasident Stratogy and
Emertainment -

J. Walter Thompson

ANDREW . HEYER"
Yica Chajrman -
CIBC World Markets Corp.

JOSEPH JIMENZZ»
Presidunt & Chisf Exscutive Cficer -
Heint Europs ~

ROGERMEUIZERS
Panner - Cahih Gorden & Reinde)

 "Memter of ehe Audit Comminoe

‘Mot of the omparsation
Committae "

wamber of the Corporats Governanca
13 Nomirsting Commices

SENIOR MANAGEMENT
IRWIN D, SIMON

Chairman of the Board, Prasident
& Chinf Exscutiva Officer

GERAY AMANTEA
Vice Prasident - Technical Services

BENJAMIN BRECHER
Senior Vice Prasident-
Special Projacts

FRANCIS W. DAILY
Exprutive Vich President— Strategic
Planning and Bevelopment

ELLEN B. DEUTSCH
Senior Vice Prasident - Strziegic
Planning & Customer Satisfaction

KURTIS HOOLEY
Managing Diractor - Hain Celests!
Canade, ULC

GARY M. JACDES
Executive Vice President ~ Dperations

ANOREW H. JACOBSON
Ganeral Managing Qirecmy -
Huath Valley

CELESTIAL GROUP ANNUAL REPORT

{RA J. LAMEL CORPGRATE QATA COMMON STOCK
Execirive Vice President CORPURATE Qur Company’s Common Stock
& Chéef Financial Officer HEADDUARTERS is traded onthe NASDAQ

98 South Servics Road Nationa! Market. s ticker
STEVEN LIST Melutle, New York 11747 symbal s HAIN.
Acting Genaral Manager - lville, New York 1174
Celastial Seasonings &17230-2200 TRANSFER AGENT & REGISTRAR
KEVIN MOSLEY 8177302550 (Fax) Continental Stoch Transler

IN MOS & Trust Co.
Vice President — Sales E:;i::msgxrss 17 Battory.Placs
New York, Naw York 10004

MAUREEN PARADINE Bouldar, Cotorado 80301 vy 5;:‘00;‘” o
Vice President - Human Resources 303/ 530-5300

%3/ 581-1332 (Fax) ANNUAL MEETING OF
Viee Prasiden — Marketing “:gm’:—['l-g\;m The 2002 Annue) Mesting of

1L i 5
PHILIPPE WOITRIN Irwindate, Coflornia 91705 3"" :’“’"’;;::n ;:‘::‘g""
CED - Eurape 824/ 334-1241 r::’;lnlm
OAVID VALE 626 / 959-3697 [Fax) it
Presidem - Snacks HAIN CELESTIAL CANADA, ULC g”“:“vfm e

Yveas Vg gie Cuisine 'I‘: h ol R
KEV EMPLOYEES 1838 Derwent Way :isw: NSYT;E;I; hed
CECILIA ATKINSON Osha, BC VIMER3 s,
vice Prasidont — Marketing, 604 /5251345 EOUNSEL
Culestial Seasonings $04 5257555 {Fax) . Cahill Gorgon & Rrinde)
CALVIN BEER ARROWHEAD MILLS - . ;“;‘1:::’;} o5
Vice President - Distribution 110 South Lawton :
& Logistics Herefard, Texas 79045 FORM 10-K

505 / 364-0730 Sharehoiders may obtain without charge
JIM BREEN 806 / 354-5242 {Fax}

Vica President - Sales, Grocery
Colamtial Sussanings

RANDY BULOW
Vice Prasidant - Mass, Diug
& Specialty Channels

MICHAEL CALDERON
View Presidont—
Infor mation Technology

MtRON COOPER
Vice President - Tachnicel Services
Health Vallay

RUD! FISCHER
Vice Prusident - Sates, Snacks

GEQFFREY GOLDBERG
Vice Prasidant - Purchasing
& Procunamen

SIDNEY HORN
Vice President - Sales,
Wastam Reglen

JAMES LEMSXY
Vice Prosident ~ Salus,
Eastem Region

ADAM LEVIT
Vick Prasident - Marketing, Snachs

JAY L. LIEBERMAN
Vice President -~ Ainance

PETER MULHERIN
Vice President ~ Intemational Seles

RON RASH
Vice President - Psivate Brands
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TERRA CHIPS, B.V. n o

Spearsuaat 18

431 NK's Gravenpalder
Tha Natherdands

N/ NE01930

314 1E323 (Faxd

8 £opy of the annuak report filed with tha .
Securities and Exchange Commission by * *
wiriting 10 th'lnvestos Astations
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wunwain-celestal.com
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www tarrachips.com
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WWW.yvasveggiecuisine.com
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COMMDN STOCK

September 10, 2002

First Quarter

Second Quarter

Third Quarer

Fourth Quarter

July 1-September 10, 2002

Common Stock

The vutstanding shares of our Common Stock, par valug 801 per shara, are
traded on Nasdaq’s National Market System under the licker symbol HAIN,
The following tabla sets forth the reported high and low closing prices for
tha Common Stack for each fiscel quarter from Juty 1, 2000 through

Comman Stock
Figtal 2002 Fiscal 2001
High Low High  Low

$7600 $1822 3WH SHE
2806  10.06 363 2100
690 00 *oe M
Ny 1542
1188 1293

As of Saptambar 10, 2002, there wera 38! holders of record of aur

2169 pri
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